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New 32 Page 
Illustrated. Booklet 
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Build Yourself an 
Independent Income 
with Your 7% Yield 

from this sound Security 


You can take a short road to financial inde- 
pendence by investing each month some of 
your spare dollars in Cities Service Com- 
pany Preferred stock. When you buy it at 
its present price, you get a yield of about 
7% on your money. 


Even if you invest only $10 a month, rein- 

vesting your regular monthly dividends as 

you receive them, your investment would, 

on the basis of present price and dividends, 

amount to over $1,730 in 10 years, and in 

20 years to over $5,200. In 20 years $20 a 
. month would grow to over $10,400 and 
$50 a month to over $26,000. 





Send for full information. 
Ask for Circular P-15 
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\ A Timely Investment Suggestion 


Kindly send us particulars XN 
regarding the services of your 


tails of “A Timely Investment 
Suggestion.” s 
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‘S Our STATISTICAL DEPARTMENT 
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Regarding Your Present Holdings of 
Securities or Contemplated Purchases. 
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80% of the People Over 60 Years Old Are 
Dependent Upon Relatives or Charity 








LTHOUGH there are at least 20 million investors in this country today, it is a startling 

DL ... that the great majority of people become dependents and leave little if any estate. 

The reason such a tremendous percentage of apparently successful people become de- 

pendents in their declining years, is usually due to failure to follow the principles of sound in- 
vestment. Earning money is much easier than keeping it. 







The reason you and every other investor must keep in constant touch with the investment 
situation is that conditions frequently change so quickly that what were gilt-edge securities one 
year, often become almost worthless the next. 






You no doubt have in mind friends who lost their fortunes in New Haven, St. Paul, Cen- 
tral Leather, Virginia Carolina Chemical and scores of other concerns which at the time they 
purchased the securities were paying good dividends and were apparently safe. 






The point of all this is that an investment service such as that of THe FINANCIAL WorLD 
is really indispensable to the “safety first’? investor as well as to the speculator. It is a big mis- 
take therefore for any investor to feel that he needs no investment guidance, simply because he 
does not speculate. THE FINANCIAL Wor -p is published primarily for the person who places 


first importance on the safety of his principal and next, a high income yield with chances for 
profit. 







In such a readjustment market as that through which we are now passing no person with 
a dollar invested can spend 3 cents per day more advantageously than in a subscription for THE 
FINANCIAL Wortp Complete Investment Service. 






Impress Your Friends With Above Facts 





When you take a look around and see the hardships suffered by those who have lost their 
savings through lack of investment guidance, you must realize what a real favor you confer 
upon your friends to get them to thinking and acting seriously on their investment problems. 






The coupons below handed to a friend with a few words from you, will possibly be the 
means of averting financial disaster for some one dear to you. Impress upon your friend that 
sending for a free acquaintance copy of THE FINANCIAL Wor Lp involves no obligation whatever. 
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THIS COUPON IS FOR YOUR FRIEND 
WHO IS READY TO SUBSCRIBE 






THIS COUPON ENTITLES YOUR FRIEND 
TO A FREE SAMPLE COPY 


BNP HS EHS IK HSC BS 


The Financial World, 
53 Park Place, New York City. 


Enclosed find my check for $10.00 in full 
payment for your Complete Investment Service 
for one year, which includes THe FINANCIAL 
Wortp every week, ‘Guenther’s Independent Ap- 
praisals every month, Free Privilege of confiden- 
tial advice and membership in Association of 
American Investors. 
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Mail this Free Sample Copy Coupon Today 
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The Financial World, 
53 Park Place, New York City. 


Please send a free “acquaintance” copy 
of Tue FINANCIAL Wor p to the address below 
without obligation of any kind. 
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The Finaneial Werld established to diffuse the truth about investments, has con- 
stantly maintained this wattitede, and will continue to do so, confident in its belief that 
as long as It clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


@ Not only are current reports of the volume of business very satisfactory 
but a distinct change in the attitude toward the future of business has been 
brought about by the failure of an “important recession in trade” to de- 
velop. ‘The business prospect continues satisfactory; 


@ Commodity prices showed a more moderate decline in May and it would 
not be surprising if a temporary halt came after the interrupted decline 
extending over several months. ‘The credit situation continues excellent 
and the long-term outlook for lower interest rates remains unchanged; 


@ The French debt settlhement has jumped one of its hurdles with the House 
of Representatives approving; the Senate and the French Chamber must 
still approve. Once this is done France can be expected to put her finan- 
cial house in order and another milestone in European progress will have 
been passed ; 
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Sema? eek 


@ Our securities markets reflected further improvement in sentiment; fears 
of an important business reaction in the near future are being dissipated ; 
an inexperienced short interest is being punished. However, the long- 
range view still indicates that those who base purchases on an investment 
rather than a speculative basis will be in the soundest position. 


the future of business has un- port their previously expressed views. improved tone in the stock market. Cur- 
dergone a decided change for the Fear is being supplanted by growing con- rent trade reports continue to reflect a 
better. Prophets of a major trade re- fidence both in trade and financial circles high rate of distribution and consumption 


W te fata doubt sentiment toward action find little in current data to sup- and this doubtless largely accounts for the 








Average Prices on the New York Stock Exchange 
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1926 


= 23 RAILROADS 
— 18 INDUSTRIALS 


(USING THOMAS GIBSON AVERAGES) 

















of goods. Weather has been favorable to 
the important crops and there is no sign 
of any appreciable diminution in general 
trade nor in new construction activity. 

Reports of railroad earnings continue 
highly satisfactory; industrial profits for 
the second quarter when comparison is 
made with a higher rate of prosperity than 
obtained in the first quarter of 1925 will 
be awaited with interest. Labor continues 
rather fully employed at high wages and 
future consumption of goods will be favor- 
ably affected thereby. With good crops 
and a continuance of a good rate of new 
construction there is every prospect that 
1926 will prove tc be a year of prosperity 
unmarked either by a depression of im- 
portance or a boom. 


* * xX 


@ The Business Prospect 
*x* * * 


§ isemnaraes by car loadings (which again 

exceeded the 1,000,000 mark in the 
week ended May 22 and were 5 per cent 
in excess of those a year ago) and bank 
clearings, there has been no letup in dis- 
tribution and consumption of goods. 
Every present prospect points to a good 
seasonal volume of general business dur- 
ing the coming months. Some lines have 
doubtless been adversely affected by the 
late spring, by over-production and by 
keen competition ; however, these appear to 
be the exceptions rather than the rule, 
After all, the important factor we must 
consider is future consumption of goods. 
If that remains at a high level (which it 
should as long as labor is fully employed 
at high wages and as long as good crops 
are harvested) production will keep pace 
because there is no great accumulation of 
undistributed goods in this era of hand- 
te-mouth buying. This does not mean 
that many industrial profit margins and 
ret earnings may not be adversely affected 
by increasing competition and declining 
commodity prices. But these factors of 
themselves will not bring on a decline in 
business activity although they adversely 
affect many industrial stockholders. From 
the standpoint of general volume the busi- 
ness outlook continues good, and if good 
crops are realized and if new construction 
is maintained at a satisfactory rate this 
high rate of trade activity can be expected 
to continue. 


*x* * * 
@ The Credit Situation 
*x* * * 


FLURRY in call money rates took 

place last week when arrangements 
were made to pay out some $300,000,000 in 
dividends and interest; the rise must be 
regarded as a temporary one without spe- 
cial significance. Call money rates are 
no criterion by which to judge the money 
market. The importance of carefully 
watching and studying the state of credit 
is convincingly set forth by Mr. Gibson in 
the current issue of THE FINANCIAL 
Wor p; his article is worth careful read- 
ing. The all important state of credit 
continues satisfactory and the prospect 
for a long term downward trend of in- 
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terest rates and upward course of bond 
prices continues favorably defined. 


* * X 


@ Foreign Affairs 


* * 


AS the French franc struck bottom 

and will the next news from there 
indicate that the budget will be balanced 
and the franc stabilized and _ inflation 
brought to an end? It appears probable, 
but if this proves to be the case we will 
doubtless soon hear of growing unemploy- 
ment, and deflation takes its inevitable toll. 
Commodity prices have been rising sharp- 
ly in France as the franc declined—quite 
in contrast to the trend of commodity 
prices elsewhere in the world. However, 
deflation is the only process thus far dis- 
covered which will remedy the prolonged 
era of inflation brought on by issuing 
paper francs and internal bonds payable 
in francs. The Polish revolution has sub- 
sided and European industrialists are busy 
whittling costs so as to compete in the 
world’s markets. The effect of European 
competition on commodity prices generally 
and on specific industries in this country 
will probably not be felt in the immediate 
future; it will be one of *he very im- 
portant factors, however, possibly within 
a year. 

.*# = 


@ The Railroads 
x * * 

HE railroad net for April, while show- 

ing a good gain over a year ago, did 
not come up to the 1923 figures. This was 
largely due to larger maintenance outlays. 
The railroads as a whole have their 
maintenance work further along this. year 
than ever before The last equipment re- 
port shows the railroads in the best con- 
dition in their history. These earlier 
maintenance expenditures simply mean 
that they will not occur later in the year 
and that net of later months will be bene- 
fited thereby. The Interstate Commerce 
Commission now has the western freight 
rate case. In closing for the railroads the 
attorney of the Union Pacific pointed out 
that the Commission reduced rates in 
1922 on the theory that an adequate re- 
turn would be realized; this return was 
developed irr the south and east; it was 
not in the west, and after four years’ trial 
it appears to be up to the Commission to 
rectify its error of judgment insofar as 
the roads of the northwest are concerned. 
When the decision will be handed down 
is problematical; probably not before July 
lst. On that date another important series 
of hearings takes place which is to de- 
termine what property value base should 
be used to determine when a railroad’s 
earnings are subject to recapture. The 
Transportation Act of 1920 provides that 
when net is in excess of 6 per cent on 
property value, 50 per cent of the surplus 
net shall be paid to the government. The 
railroads will contend for present-day 
value in line with recent Supreme Court 
decisions on public utility cases. President 
Storey, of Atchison, is quoted during the 
present week as having said that the prin- 
cipal uncertainty lies in this valuation 


question because the railroads do not knoy 
how much of their earnings are subject to 


recapture. Presumably with this uncer. 
tainty out of the way, Atchison will More 
liberally reward its stockholders, The 
road can earn about $20 per share of com. 
mon before it earns 6 per cent on jts 
book value and this course is at leag 
highly conservative. Should the Commis. 
sion grant an increase in rates (and it js 
difficult to see on what basis it can be re 
fused) and should the valuation question 
be cleared (as unquestionably it will) pub. 
lic confidence in the rails will receive a 
great impetus. Meanwhile the rail stocks 
as a whole are showing progressive gains 
in net earnings, the future earning pros. 
pects are favorably defined, and the relg- 
tionship between current earnings and mar- 
ket price is the most favorable of any 
group in the list. It was announced that 
the Van Sweringens will submit their mer- 
ger plan again with the original ratios 
maintained but with the previous objec- 
tions met. 


* * * 
@ The Securities Outlook 
* * * 


REATER animation has been noted 

in the stock market recently while 
the bond market continues to show great 
underlying strength. The strong tone in 
bonds is easily accounted for by the pros- 
pect for lower interest rates. The in- 
creased activity in the stock market may 
be accounted for by the revising of some 
pessimistic estimates which have not ma- 
terialized thus far, especially in the field of 
trade activity. Prosperity thus far in 
1926 has been on a fairly even keel; there 
has been no boom and there is no boom 
in prospect. There has been no important 
trade recession and none appears in pros- 
pect. This is perhaps quite discouraging 
to the speculator who must have either a 
wild bull market or a wild bear market, 
but it is nothing unusual in the history 
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of the country to have rather prolonged 
periods when violent daily gyrations fail 
to take place. With the commodity price 
trend as probably the most important fac- 
tor bearing on future stock prices and 
with this influence a gradual and insidious 
one, it is probable that the readjustment 
market through which we are passing will 
not provide any great thrills for the day- 
to-day speculator. The patient man who 
waits for the fullness of time to vindicate 
his position will feel better satisfied. There 
is no reason to change the view previously 
outlined that declining commodity prices 
are adverse to most industrial companies; 
that most industrial stocks are at relative- 
ly high price levels and face the long term 
prospect of going lower. On the other 
hand, the rails and public utility preferred 
stocks are in an undervalued position and 
are favorably affected by declining com- 
modity prices; the low-cost coppers are * 
a good yield basis now and a reviving 
Europe should consume more copper and 
bring about better prices for these pro- 
ducers. Therefore continue to give first 
place to the rails followed by the utility 
preferreds and the low-cost coppers. 
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Basic Principles of Speculation 








NO. 3—MONEY AND CREDIT CONDITIONS 

















cusses the all-important credit situation. 


1% this third article of his important series on the basic principles of speculation Mr. Gibson dis- 

Unquestionably the most important single influence 
bearing on future security prices is the future price of credit. If future interest rates can be forecast 
the future of bond prices can be forecast. Certain results inevitably flow from rising interest rates; 
certain others from declining interest rates. A great deal depends on what is causing interest rates 
to rise or fall. If interest rates are falling merely because of too much credit available the effect on 
security prices is not the same as if interest rates are falling because of a decline in commodity 
prices. Mr. Gibson’s years of study of this all-important situation and the vital conclusions drawn 
therefrom warrant careful reading on the part of our subscribers——THE Epirors. 

















pecially as regards the probable 

future price of credit, is at all 
times the most important single influence 
bearing on security values. This should be 
considered a law, rather than a rule. Rules 
are more or less plastic—laws are inflex- 
ible. 

There are a few axioms regarding the 
effects of rising or falling interest rates 
on security values. These are: 

1—Rising interest rates decrease the 
values and prices of securities having a 
fixed or limited rate of return. 

2—Falling interest rates increase the 
values and prices of securities having a 
fixed or limited rate of return. 

3—lf rising interest rates are due to 
activity in general business, common stocks 
and low-grade income-bearing securities 
will be favorably affected. 

4—If falling interest rates are caused 
by a large supply of unemployed credit 
due to stagnation in general business, high- 
grade income-bearing securities will be 
favorably affected, while common stocks 
and low-grade income bearing securities 
will be unfavorably affected. 

5—If rising interest rates are due to a 
shortage in the available supply of credit 
and a meagre gold supply, all classes of 
securities will be unfavorably affected. 


T= price of money and credit, es- 


6--If falling interest rates are due to a . 


plethora of available credit and a large 
supply of gold, all securities will be favor- 
ably affected. 

7—If rising interest rates are occasioned 
by rising commodity prices, securities hav- 
ing a fixed or limited rate of return will 
be adversely affected and common stocks 
of producing and-manufacturing corpora- 
tions will be favorably affected. 

8—If falling interest rates are occasioned 
by declining commodity prices, bonds, pre- 
ferred stocks, and other issues having a 
fixed or limited rate of return will be 
favorably affected, while the securities of 
producing and manufacturing corporations 
will be unfavorably affected—for a time at 
least, 

Explanatory Comments 


Commenting briefly on these axioms: 
(1 and 2)—The value of a security hav- 
ing a fixed or limited rate of return is 
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based largely upon the yield which can 
be obtained on such securities as com- 
pared with the price. of capital generally. 
This does not mean that the price of capi- 
tal and the yield on securities will be in 
strict alignment at any time. Many di- 
vergencies will appear because of the vary- 
ing individual status of different issues. 
Assume, however, in order to simplify the 
illustration, that a certain class of bonds 
is selling at a level which yields 5 per cent 
and that money and credit is also worth 5 
per cent. Quite obviously, if the price of 
money and credit advances to 6 per cent, 
the level of bond prices must fall until a 
6 per cent yield is established. Capital 
will not work for 5 per cent if it can get 
6 per cent in another and equally safe 
quarter, 

Conversely, if the price of money and 
credit should fall to 4 per cent, bond prices 
would rise until an alignment was effected. 
Capital which was receiving only 4 per cent 





@ Thomas Gibson 


would go into bonds in order to secure 5 
per cent, and this would continue until the 
readjustment was completed. 


These principles would correspondingly 
affect prices of lower-grade, income-bearing 
securities, although these would not be so 
closely aligned with the price of capital. 
A higher rate of return would be de- 
manded to cover the risk assumed. 


If we examine average bond prices and 
the course of interest rates over a long 
period of years, we find that the two fac- 
tors have at all times moved in inverse 
ratio. This is shown in graphic form on 
page 725 of this issue of THE FINANCIAL 
Wor tp. 

(3 and 4)—Activity in general business 
usually means larger profits and, while 
the rising cost of money and credit will 
adversely affect the prices of high-grade 
securities, it will add to the value of 
equities and the prospects for initial or in- 
creased dividends. Lower-grade securities 
having a doubtful status will also be favor- 
ably affected, as the integrity of interest or 
dividends thereon will be fortified. 


Business and Interest Rates 


In connection with the foregoing state- 
ment it should be noted that the term 
“activity in general business” does not re- 
fer to merely well-sustained progress, but 
to unusual activity. A normal and satis- 
factory volume of business will not have 
much effect on interest rates under or- 
dinary circumstances. 


Stagnation in general business will re- 
sult in the release of much commercial 
credit and this idle surplus will seek em- 
ployment in securities. No other channel 
is open. The high-grade safe issues will 
be favored because (a) the status of sec- 
ond-grade bonds or doubtful dividend-pay- 
ing stocks will be prejudiced, and (b) the 
profits of common stocks will be reduced 
or eliminated, making such issues unde- 
sirable. 

(5 and 6)—A shortage in the available 
supply of credit may be due to either a 
deficient supply of gold or to over-expan- 
sion in business or speculation. In either 
case the security markets as a whole are 
in an unfavorable position. As this is a 

(Please turn to page 732) 
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q| Valuable Rights of— 


American Tel. & Tel. Company 


2! Once again our largest utility company offers its common stockholders an 
attractive opportunity to obtain a further partnership interest in the bus- 


iness through purchase of stock at $100 per share; 


@ Stock of the company is regarded as one of the best investment common 
stocks in the world and shareholders number more than 360,000; 


@ Should the new “rights” be exercised or should they be sold? Why does 
the company offer stock from time to timer What are the prospects for 


future earnings? 


OR the twenty-fourth time in its 
2) history American Telephone & 

Telegraph will give its stockhold- 
ers an opportunity to buy additional com- 
mon stock on attractive terms. In addition 
to an unbroken dividend record extending 
over 26 years stockholders have been 
further rewarded with valuable rights 
from time to time. 


The new rights will result in an in- 
crease of $154,000,000 in the common stock 
outstanding and each stockholder will be 
able to buy one additional share at $100 
for each six shares held; in other words 
six rights are required to buy one share of 
stock. 


Making Payments 


Payments will be spread over a period 
of eight months. The first installment of 
$20 being due August 2, second installment 
of $40 on December 1, and the third $40 
on April 1. Shareholders will receive 6 
per cent on these installments and will have 
stock issued to them on April 1, 1927. 
Those desiring to pay in full can do so 
but payments will be so adjusted that their 
yield will be but 6 per cent until April 1, 
1927. Trading in “rights” has started on 
the New York Stock Exchange and the 
current price is $6144. Proceeds are to be 
used for new construction to take care of 
additional business resulting from expand- 
ing use of the telephone. 


THE FINANCIAL Wor Lp has regarded the 


common stock of this company very 
favorably. It was included in Mr. 
Guenther’s various bargain lists, first at 
125 in the May, 1924, list and through to 
the May, 1926, list at 145. Should profits 
be taken now? Should the rights be sold 
or should they be exercised? 


The stock is currently quoted at, 149, 
which, less the rights at $6%, brings the 
price down to 143, at which price the 
yield is 6.3 per cent. The fundamentals 
of declining commodity prices and declin- 
ing interest rates are favorable to the 
company. Certainly there is no reason 
why a stock of this calibre should not sell 
on a basis to yield 6 per cent (or 150) es- 
pecially in view of the valuable rights 
that accrue from time to time. 

Of course the company’s business ex- 
pands at a rate faster than could be pro- 
vided for out of surplus profits. New 
financing is necessary from time to time. 
It is the company’s plan to obtain its new 
money in about equal amounts from three 
sources. One-third can come from bonds; 
one-third from stocks and one-third from 
depreciation, obsolescense and other re- 
serves and surplus earnings. 


Assuming that the company gets its new 
capital as above described it is evident that 
one-third (the bonds) would cost around 
4Y4 per cent; one-third (the stock) would 
cost 9 per cent; and the remaining third 
would cost nothing; adding the 4% per 
cent to the 9 per cent we find that the total 









average cost of new capital would be one. 
third of 13% per cent, or 4% per cent; 
the company is entitled to an 8 per cent 
return on its value according to Supreme 
Court decisions; the Public Service Com. 
mission of New York has granted an in. 
crease to 7 per cent, but the company will 
doubtless appeal to obtain the full 8 per 
cent. It is earning nearly 7 per cent on 
property value. 










Sound Financial Policy 


The foregoing certainly presents a sound 
financing policy and one which can con- 
fidently be counted to produce earnings, 
enabling maintenance of the present $9 
dividend rate on the stock. As a matter 
of fact earnings have shown their ability 
to expand in recent years as the capital 
structure has expanded. While the mar- 
gin of net over the $9 rate is not large 
(slightly more than $2 per share) it must 
be borne in mind that the company has an 
undividend equity in subsidiary earnings 
which probably is equal to at least $2 per 
share. Since 1920 the company has never 
reported a net of less than $11 per share 
nor as much as $12 per share; but since 
1920 the amount of capital stock has more 
than doubled. 


There is little question as to the future 
of the company. Radio is an auxiliary, 
not a menace. In fact in co-operation 
with the Radio Corporation of America 
successful tests of transoceanic telephone 


(Please turn to page 730) 
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New Money for the Railroads 


@ Public utility companies have been very successful in obtaining new capi- 
tal not only by the sale of bonds but also by the sale of preferred and com- 
mon stocks to their customers ; 


In order to meet the expanding needs of their service the railroads of the 
country are spending nearly a billion dollars yearly for additions and bet- 


terments; 


@ In popular opinion this money is largely derived from bond issues. In 
actual fact a relatively small proportion has come from this source in the 
past ten years; a much larger proportion has really come from the stock- 


holders. 


HERE do the railroads get the 
W money to finance their expan- 

sion? In recent years they have 
required around one billion dollars annu- 
ally. It is pretty well known that com- 
paratively little stock financing has been 
done since the outbreak of the world war, 
and it is generally assumed that the only 
important source of new capital for the 
railroads has been provided by bond issues. 


This general assumption is quite erron- 
eous. While it is impossible to make an 
exact comparison it is possible to get a 
general idea of how the railroads have 
been financing themselves. During the past 
week President Storey of Atchison made 
the statement from which the inference is 
drawn that this railroad needs all its earn- 
ings above the $7 dividend payment on 
the common for expansion. Atchison has 
been reducing its funded debt during the 
past ten years and greatly expanded its 
plant. It has done so out of surplus earn- 
ings which were in reality contributed by 
the common stockholders. I am inclined 
to doubt that if it were left to the Atchi- 
son stockholders to decide that they would 
vote for a $7 dividend when the road has 
been earning more than twice that and 
may earn nearly three times that in 1926. 
However, Atchison is an exceptional case. 


Interesting Comparisons 
Let us see what the railroads as a 
whole have been doing. The Interstate 
Commerce Commission publishes the “Sta- 
tistics of the Railways in the United 
States” once a year. The book covering 
1924 has just come to hand. This book 
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By FREDERICK HANSSEN 


contains a general balance sheet of all the 
Class I railroads. I will take that bal- 
ance sheet at the close of 1924 and com- 
part it with the one as of ten years previ- 
ously, namely as of June 30, 1914. Some 
very interesting comparisons result. 


It must be stated that these balance 
sheets are not directly comparable; there 
have been changes in accounting practice, 
changes in capital structure brought on by 
reorganizations, etc. But they do give us 
a general line on what has been taking 
place in the mysterious land of railroad 
finance. 


Ratio Reduced 


It is, of course, true that the ratio of 
railroad capital stock to funded debt is 
less today than it was ten years ago. How- 
ever, that is not the real ratio to be guided 
by. Michigan Central, for instance, has a 
very small capital structure but its stock 
sells for $1,000 per share. The bonds are 
high grade despite the fact that this road 
has a less favorable ratio between stocks 
and bonds than Chicago Great Western, 
for instance. What the bondholder really 
is interested in is the ratio of funded debt 
to total assets and earning power. 


This general railroad balance sheet as 
of June 30, 1914, shows that the Class I 
railroads had total assets of $20,194,000,000 
at that time. At the close of 1924 total 
assets had increased to $25,555,000,000; 
how did the railroads increase their assets 
by $5,361,000,000 in this ten-year period 
which included war-time operations? 


Where did the money come from? First 
let us see how much funded debt was in- 


creased. As of 1914 this figure stood at 
$9,959,000,000 or 49 per cent of total as- 
sets; at the close of 1924 it was $11,100,- 
000,000 or 40.4 per cent of total assets. 
Funded debt during this period increased 
by $1,141,000,000 and therefore furnished 
about 20 per cent of the total increase in 
assets. 


Where did the other 80 per cent come 
from? There was an increase of $666,- 
000,000 in stocks, making a total increase 
in bonds and stocks outstanding of $1,807,- 
000,000; this still leaves $3,554,000,000 to 
account for. By deducting the total cor- 
porate surplus at the close of 1914 from 
that at the close of 1924 we find how much 
in surplus earnings the stockholders 
have put back into the railroads. 
Total surplus at the close of 1914 was 
$1,764,000,000; at the close of 1924 this 
figure was $3,511,000,000; the difference 
was $1,747,000,000, a gain of 100 per cent. 
Now let us add that to the total derived 
from additional bonds and stocks~ and 
we have accounted for $3,654,000,000 and 
are still nearly $2,000,000,000 short of the 
increase in total assets. 


Explanation Needed 


This remaining amount requires a little 
delving and a little explanation. At the 
close of 1914 the railroads had accumulated 
$395,000,000 in depreciation reserves. This 
reserve is merely a bookkeeping entry and 
a charge is made to operating expenses, 
and this charge is credited to the reserve. 
The railroad has the cash on hand to use 
for any corporate purpose. By the close 
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q Reading Railroad — 


Comparing The Two Readings 


@ What effect did the segregatiun of its 
coal and iron properties have on the 
earnings of Reading Company? 


@ What are the prospects for Philadel- 
phia and Reading Coal and Iron 
Company? 


@ What is the present status of Reading 


Company? 


@ Which of the two companies’ securities offer possibilities that have an ap- 


peal to the investor under present circumstances? 


4 } NAHE annual report of the Philadel- 
phia & Reading Coal & Iron Corpo- 
ration, which has just been pub- 

lished, ‘discloses the fact that the year 
1925 was an unprofitable one for this com- 
pany. Operations for the year resulted in 
a net deficit of $4,115,567, equivalent to 
$2.49 per share of capital stock. The year 
previous showed earnings of but 71 cents 
per share, not an encouraging figure when 
it is remembered that the stock is selling 
for about $38 per share. 


Properties Segregated 


The company was formed in December, 
1923, as a result of the decree of the 
United States Supreme Court ordering the 
segregation of the coal and railroad prop- 
erties formerly controlled by the Reading 
Company. Philadelphia & Reading Coal & 
Iron owns 85,000 acres of anthracite coal 
lands and controls 13,000 additional acres. 
These holdings have an estimated tonnage 
of unmined hard coal of 1,900,000,000- tons, 
or about one-third of the total supply of 


anthracite coal in the United States. These 
properties are all located in the state of 
Pennsylvania. 


Although the company’s coal holdings are 
large, the cost of production is high, so 
much so, in fact, as to preclude the profit- 
able mining of much of the reserves under 
existing conditions. On first thought it 
would seem that with the gradual diminu- 
tion of the country’s coal reserves, there 
will arrive a time when it will be possible 
to extract this coal and sell it at a price 
which will bring a profit. With the 
great strides which science is making it is 
more than probable that when that time 
comes, competition from substitutes. will 
have been further increased. 


In Unionized Field 


A further disadvantage is the fact that 
the company’s coal properties are strongly 
unionized. This makes for high labor 
costs, and strikes are not infrequent. Last 
winter’s anthracite strike, with its five 
months of suspended operations, is still 























The Two Readings Compared 
Reading Coal Reading R. R. 
Earned on Operating Earned on Operating 
Common Ratio Common Ratio 
Se ere $3.12 89.88% $ 4.82 83.04% 
SE siciipnienemaaell def 0.07 95.72 6.33 75.74 
| RNS 2.91 88.21 9.15 73.12 
ee 0.73 92.97 8.80 76.35 
. ee def. 2.94 98.70 10.26 75.01 
Capitalization 
Reading Coal Reading R. R. 
Funded debt $31,796,334 $123,775,626 
Preferred stock ............ 70,000,000 
Common stock 1,400,000 no par sh. 70,000,000 
Market Position 
%1925 %5Yr. Av. 
earn. to earn. to 
Mkt. Div. Yield Mkt. Mkt. 
at 37% — — — 0.02% 
ty 2 eee 8414 $4 47% 12.1% 9.3 
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fresh in our minds. The influence which 
this strike had on operations naturally hag 
much to do with Reading Coal’s deficit for 
1925. Regardless of production, overhead 
remained, as is reflected by the company’s 
operating ratio for the year of 98.70 per 
cent. 







In the periods of anthracite strikes much 
business which normally belongs to the 
hard coal companies is lost to other fuel 
producers and is not regained. 


The Philadelphia & Reading Coal & 
Iron Company also owns blast furnaces, 
rolling mills, forges and other steel and 
iron properties, but the most important of 
the company’s operations are in coal pro- 
duction. As to the outlook for the iron 
end of the business, near term prospects 
are not favorable, as the iron and steel in- 
dustry generally is expected to show lower 
profits for 1926. 


Loss or Gain? 


The Reading Company was not much 
the loser by the segregation decree by 
which it lost control of the coal and iron 
properties. In fact, this company’s earn- 
ings are now running at a record rate. 
For 1925, $10.25 per share was returned 
on the common stock, and earnings for the 
current year are expected to exceed this 
figure. 


















































Reading’s system comprises 1,139 miles 
of line in New Jersey and Pennsylvania 
throughout a thickly settled and highly 
prosperous manufacturing territory. The 
road also serves the Pennsylvania mining 
regions, and coal constitutes the principal 
single item of traffic. Anthracite makes 
up about 21 per cent of the total and bi- 
tuminous about 31 per cent. Following 
coal, come manufactures and miscellaneous, 
accounting for about one-quarter of total 
tonnage. Freight traffic has increased 
about 50 per cent in the past ten years, 
and about two-thirds is received from con- 
necting lines. The road also derives sub- 
stantial profits from its passenger business. 




























































Capitalization per mile of road is high, 
but funded debt comprised but 47 per cent 
of the total, which is a remarkably low 

(Please turn to page 735) 
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Regulating the Legal Return 


@ The question of the legal return that public utility enterprises are entitled 
to has brought forth some very interesting comment from the leaders in 


the industry; 


@ The response is the result of a questionnaire sent out by Mr. Louis 
Guenther to determine the validity of the present regulatory laws; 


@ Some enlightening viewpoints are given in this article by Mr. P. G. Goss- 
ler, which, coming from a man whose opinion carries weight in the indus- 


try, is of utmost importance to the investing public. 


By P. G. GOSSLER 


President, Columbia Gas & Electric Company 


June in Atlantic City, before the 

convention of the Natural Gas As- 
sociation, service is too frequently regarded 
as representing merely the furnishing of a 
commodity desired by the purchaser at a 
profit to the seller, whereas public utility 
service must be regarded as having a very 
definite and much broader significance. 


ix reiterate my contention made last 


The difference between the mere sale of 
a commodity in commercial business and 
the furnishing of good service by a public 
utility company is most striking and im- 
portant, and must be understood to be 
appreciated and recognized. 


Public utility companies are subjected to 
enormous capital investments which in 
proportion to their annual outputs exceed 
those of any other large business enter- 
prises. The investment is, in a large 
measure, personal to each consumer and to 
such extent cannot be utilized for any other 
purpose. The service also involves man- 
agement and operation that anticipates and 
fulfills the requirements of the customers 
against operating conditions that just let 
the company pull through without abso- 
lutely falling down or defaulting on its 
obligations to its customers and investors. 


The recognition of this responsibility on 
the part of the public utility companies 
leads to the procurement and investment 
of many millions of dollars and the ex- 
penditure, annually, of very large sums in 
maintenance and operating costs. This 
could be saved if the companies were con- 
tent to be sellers of their commodities on 
the usual merchandising basis rather than 
the providers of a thoroughly dependable 
service essential to the welfare of the 
communities which they serve. 


Service Is Essential 


It is my belief that the entire case for 
an 8 per cent return on public utility in- 
vestment may be summed up as follows: 

The prime essential of a public utility 
company is service. The services of 
light, heat, power are recognized as abso- 
lutely necessary to all of our people. Be- 
Cause this service has become such a house- 
hold and industrial necessity, it must be 
continued and be always available when re- 
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quired, and any community whose public 
utility services are not available as re- 
quired will be greatly handicapped in its 
effort for continued existence, to say noth- 
ing of growth and development. 


The foregoing points require that the 
public utilities build in advance of the re- 
quirements of their communities. This 
means constant attraction of large amounts 
of additional capital. The relation of in- 
vested capital to dollars of gross earnings 
must be such that the public utility can 
provide for future capital needs to meet 
the ever increasing demands upon it for 
the varied services performed. I believe 
that, taking the country as a whole, the 
average of new capital needed for each 
dollar increase in gross earnings in the 
electric utility industry alone is more than 
$4.00, or in the ratio of over 4 to 1. The 
fact that in 1925 the public utilities of the 
nation obtained a grand total of nearly $1,- 
500,000,000 of new capital, a new high 
record and an increase of some $170,000,- 





@ P. G. Gossler 


000 over 1924, is convincing evidence of 
the growing recognition by the public at 
large of the public utilities’ needs—of the 
essentialness of this great financial con- 
tribution to the service activities of the 
public utility industry. Official statistics 
tell us that the public utility companies 
did more financing last year than all the 
railroad, iron, steel, coal, copper, automo- 
bile, oil, rubber, and shipping companies 
combined. These same statistics inform 
us that for each dollar that went into land 
and buildings in a great building year, 
more than $2.00 went into the public util- 
ity industry. 

But similar vast amounts of new capital 
will be attracted to the public utility in- 
dustry only if opportunity is offered for 
a return on the investment which can com- 
pete with the opportunities offered in other 
lines of investment. This capital must be 
drawn not only through bonds, but pre- 
ferred stocks and common stocks, in each 
of which classes the return must compare 
favorably with the return on _ similar 
classes of securities in other industries. 


A reduction of the rate of return which 
commission regulations permit utilities to 
earn on the fair value of their property de- 
voted to public service would be a serious 
menace to the future of the industry, and, 
therefore, to the health, comfort, and con- 
venience of all of the homes and indus- 
tries served by any utility suffering that 
reduction. 


Getting Fair Treatment 

While public utility companies usually 
get fair treatment from the courts and 
commissions, there are, from time to time, 
glaring examples of how selfish interests 
and political ambitions are permitted to 
prevail. Too often good service is not re- 
warded with fair and proper compensation, 
except after expensive litigation and cost- 
ly delays, involving a loss to the utility 
company which can never be recovered. 

I feel it is also very noticeable that in 
a large majority of the cases coming to the 
attention of the courts on appeal from 
commission action, the question for the 
court to decide is whether the rates pre- 


(Please turn to page 743) 
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ments behind it; 


@ Fixed charges and dividend requirements are being earned from the elec- 
tric light and power end of the business alone and with the outlook for 
improvement in the transportation revenues a speculative flavor is added 
to the situation in addition to a satisfactory income return; 


€ Company established new high records for gross business in both the elec- 


q@ Northern Ohio Power and Light Pfd.— 


An Attractive High-Yield Stock 


@ The preferred stock of Northern Ohio Power and Light Company is ob- 
tainable on an attractive yield basis with a long record of dividend pay- 


tric and transportation departments in 1925. 


OOKING back at the early history 
L of many of our power and light 

companies we ‘find their original 
purpose was that of supplying transporta- 
tion service in their territory and in their 
plans of unification gradually worked into 
the field of generating power to reduce 
costs on their own account. What was 
once the dog wagging a tremulous tail 
has now been reversed and we find a tail 
that has assumed such proportions that the 
dog is in need of considerable strength to 
hold its own, in the light of returning 
revenues, in comparison with that of the 
‘power and light business. In giving con- 
sideration to the above group the North- 
ern Ohio Power and Light Company 
stands out as the second largest street rail- 
way bus operator in the country. Its size 
does not make it an exception in the mat- 
ter of growth of the power and light busi- 
ness, for in the past year the net electric 
earnings alone of the company were more 
than sufficient after all fixed charges, ex- 
penses and taxes to cover the preferred 
dividend several times over. On the other 


By WILLIAM J. HEALY 


hand the transportation earnings are in- 
adequate for depreciation and a fair re- 
turn on property value, and therein lies 
some interesting possibilities in this situa- 
tion as reflecting upon the preferred stock. 
The 6 per cent preferred stock is selling 
around $78 a share, which on this basis 
offers a yield of about 7.7 per cent. 

Back in 1902 the Northern Ohio Trac- 
tion Company was succeeded by the North- 
ern Ohio Traction and Light Company, 
incorporated in that year. In 1906 the en- 
tire stock of the Canton-Akron Consoli- 
dated Railway was acquired and also the 
entire stock of the Akron, Wadsworth & 
Western Traction Company. The prop- 
erties so acquired have since been conveyed 
to it by deed. In 1922 the company pur- 
chased the electric property of the Kent 
Water and Light Company. The name 
of the company was changed in April, 1926 
from the Northern Ohio Traction and 
Light Company to the Northern Ohio 
Power and Light Company, predicated 
upon the important growth of the electric 
power and light business. The company 






































Comparative Earning Record 
Gross Earnings: 1925 1924 1923 
Electric . $ 5,322,156.91 $ 4,716,808.02 $ 4,255,247.94 
Transportation ..............-.-- 6,177,541.54  5,364,189.09  5,849.877.04 
SERS eee Se OE $11,499,698.45 $10,080,997.11 $10,105,124.98 
Operating expenses? ...............2-0----00 $ 7,618,402.44 $ 7,161,533.25 $ 6,986,196.27 
ELE ea A NRT 822,000.00 741,900.00 779,400.00 
SINE, <iiiieonichcctiantnieliedediasee ial $ 8,440,402.44 $ 7,903,433.25 $ 7,765,596.27 
Gross imCome —....----..-.o--cne-coeeecceeceseeos $ 3,059,296.01 $ 2,177,563.86 $ 2,339,528.71 
Interest and other fixed charges...... 1,557,841.98  1,441,966.94 = 1,310,533.49 
Net income available for dividends 
and retirement reserve .................. $ 1,501,454.03 $ 735,596.92 $ 1,028,995.22 
Dividends on preferred stock ........ 437,334.22 431,750.72 412,360.27 
Balance $ 1,064,119.81 $ 303,846.20 $ 616,634.95 





























conducts an electric power and light busi- 
ness in Akron, Ohio, and in 47 surround- 
ing cities and towns and a comprehensive 
city and interurban transportation  sys- 
tem in the Cleveland, Akron, Canton, and 
Massillon section of Ohio. 

The present capitalization of the com- 
pany is as follows: 











Debt 


























Se 2 | eo $9,788,000 
Gen. & Ref. 5%4s, 1951................ 8,500,000 
Ist Lien Ref. 5s, 1956................. 4,466,000 
Divisional Issues, 1933 ............ 3,991,000 
Debenture 614s, 1941 .................. 2,475,000 
Stock 
Preferred 7% 2,903,000 
Preferred 6% 4,612,100 
Common 10,000,000 






For a period of more than fifteen years 
net earnings have aggregated over 24 
times interest on funded debt and divi- 
dends on the outstanding preferred stock 
have been paid regularly since issuance in 


1911. 









Both Rank Equally 


The six per cent stock was originally 
the only issue of preferred outstanding, 
but in May, 1921, the stockholders sanc- 
tioned a plan whereby the unissued part 
of this class of stock be reclassified and 
sold as 7 per cent cumulative stock to 
stockholders and customers of the com- 
pany. For each share purchased under 
this plan two shares of the 6 per cent 
could be converted into two shares of 7 
per cent by payment of $10 for each share 
converted. Both classes of stock rank 
equally in preference for assets and divi- 
dends and are both callable at 110. No 
further preferred stock can be issued un- 
less net earnings are equal to three times 
the amount of dividends on the then out- 
standing stock. 
















The company has been selling 7 per cent 
stock on the “Customer Ownership plan 
at a price of $95 a share to yield 7.33 per 

(Please turn to page 738) 
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@Interborough Rapid Tran.— 4j/Manhattan Mod. Guar.— 
Contrasting Traction Situations 


@ If Interborough Rapid Transit common stock is worth its present market 
price of around $50 per share what is Manhattan modified guaranteed 


stock worth? 


@ The sharp advance in New York traction securities, while to some extent 
accompanied by improved earnings, has doubtless to a larger extent been 
based on political considerations; 


@ Some real light is thrown on this complex situation by the accompany- . 
ing article and holders of traction stocks in New York City will find this 
detailed story of interest. 


NTERBOROUGH common stock has 

doubled in market price since the first 

of the year while many stocks have 
been declining. What has brought about 
this contrary trend? Earnings have im- 
proved somewhat; declining commodity 
prices are favorable to the traction com- 
panies but a stronger influence has been 
operative to bring about this advance which 
appears to be of a strictly speculative na- 
ture. In the background is the hope that 
the new political administration of New 
York will deal more kindly with the trac- 
tion companies, 


Supposing that even this hope is ful- 
filled are current market prices for Inter- 
boro common warranted in contrast to the 
market price of Manhattan modified guar- 
anteed stock? Let us examine the rather 
intricate relationship that exists. 


Operations of System 


The Interborough Rapid Transit Com- 
pany leases all of the elevated traction 
lines in the Borough of Manhattan, New 
York City, and also operates a compre- 
hensive system of city-owned subways 
serving Manhattan, Brooklyn, Queens and 
the Bronx. The elevated lines, which are 
owned by the Manhattan Railway Com- 
pany, are leased for a period of 999 years 
from 1903. The original contract pro- 
vided for the payment of interest on the 
outstanding bonds of the Manhattan Rail- 
way Company and. also seven per cent divi- 
dends on that company’s $60,000,000 capi- 
tal stock, plus taxes. This contract has 
proved to be a losing one for Interbor- 


By RICHARD J. ANDERSON 


ough, as the elevated division has shown 
consistent deficits. Consequently the guar- 
antee on Manhattan Railway stock was 
modified in 1922, at which time dividends 
on the stock were reduced to 3 per cent, 
increasing to 4 per cent, and then to 5 
per cent for the fiscal year beginning July 
1, 1924, and each year thereafter. In the 
event that 4 per cent dividends should be 
paid in any year on Interborough stock 
any further distribution in dividends for 
that year is to be divided upon a prescribed 
basis between Interborough stock and 
Manhattan stock until total dividends on 
Manhattan stock for that year have reached 
7 per cent. Holders of 43,000 shares of 
Manhattan stock did not assent to the re- 
adjustment plan, and have obtained a 
judicial decision entitling them to the full 
7 per cent dividends on these shares, as 
was originally provided. The assenting 
stock is now receiving payments at the rate 
of 5 per cent annually with 73c. in back 
dividends due. 


As was said before, the elevated division 
has been a losing proposition, and the 
company has had to depend upon profits 
from its subway operations to offset the 
losses incurred by the elevated lines. 


The -combined operations of the two 
divisions showed deficits for seven con- 
secutive years, but results for the year 
ended June 30, 1924, showed $3.06 earned 
on Interborough stock. For the 1925 fiscal 
year earnings amounted to $3.28 per share. 
Earnings for April were, with the excep- 
tion of December, the best for any month 


t 


of this fiscal year, and gross revenues were 
the best for any corresponding month in 
the history of the company. For the ten 
months ended April 30, 1926, net amounted 
to $1,849,467 as against a deficit for the 
corresponding period of a year ago of 
$33,848. This net profit amounts to about 
$5.30 per share of Interborough’s stock. 
Included in this figure for net profits, how- 
ever, is a non-recurring item of $750,000 
received in July as an advertising bonus. 


What of Dividends? 


At first sight these results appear to 
point to increasing earnings for the com- 
pany, in all probability to a point which 
would justify dividends upon Interbor- 
ough’s stock. But under the existing con- 
tract with the city the company is re- 
quired to pay interest on the bonds which 
were issued to provide for the construc- 
tion of the city-owned subways which the 
company operates, provided such charges 
have been earned. In the case that they 
have not been earned, the interest charges 
are paid by the city. When the company 
operates at a deficit this deficit is carried 
forward and is wiped out by later net 
earnings before any interest is paid to 
the city. In other words the city ad- 
vances the interest payments and the def- 
icits at some later time can be retained as 
earned by Interborough. At the end of 
last January these unearned deficits 
amounted to $9,212,225. 


Because of these unearned deficits the 
figure $1,849,467 shown as net for the 


(Please turn to page 739) 
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Miscellaneous Industrials 





American Smelting— 
Rating “A” 

American Smelting is reported to have 
earned $5.25 a share on the common stock 
in the first quarter of 1926. Earnings in 
the second quarter will probably show a 
slight decline, but it is expected that 
around $10 a share will be earned on the 
common in the half year. Declining lead 
and silver prices have had a moderate ad- 
verse effect on earnings. 


Baldwin Loco— 
Rating “B” 

Baldwin Locomotive, in which there is 
probably a big short interest, advanced 
sharply during the past week on the an- 
nouncement that the company had acquired 
a majority interest in Midvale Company, 
of which Mr. Vauclain had also been 
chairman. Other than stating that no new 
financing would be required, terms of pur- 
chase were not made public. 


Certainteed— 
Rating “C” 

After experiencing a sharp decline, Cer- 
tainteed rallied when the regular dividend 
was declared on the common stock. Earn- 
ings in the first part of the year rarely do 
more than cover preferred dividend re- 
quirements. Competition is keen but the 
president is optimistic. 


Congoleum— 
Rating “C” 

Congoleum rallied sharply marketwise 
om the announcement that the company had 
added a new lower-priced line of inlaid 
linoleum. In order to operate at a profit 
Congoleum must have a large volume of 
business, and it is expected that the low 
prices on the new line will substantially 
improve its volume. 


Corn Products— 
Rating “A” 

Low corn prices and some improvement 
in sugar prices, as well as larger sales 
from package products, have resulted in 
an upswing in earnings of Corn Products. 
The company was very adversely affected 
during the era of relatively high corn 
prices and low sugar prices. This situa- 
tion is now righting itself. 


Fisk Rubber— 
Rating “B” 
Fisk Rubber made a rather remarkable 
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showing for the six months ended April 
30, 1926, when rubber prices declined sharp- 
ly and considerable buyer resistance was 
being met. Earnings in this period were 
equal to $1.69 a share on the common com- 
pared with $1.68 a share in the previous 
period. The company is in excellent finan- 
cial condition with current assets four 
times current liabilities, compared with 
current assets of two and a half times cur- 
rent liabilities a year ago. 








Rating Changes 
Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


Manhattan El, Supply 





Publication Date of 
Guenther’s Appraisals 


The monthly Appraisals are 
now published one week later 
than heretofore in order to be 
able to include important in- 
formation that does not come 
out until around the first of the 
month. 


Subscribers, therefore, should 
not expect their Appraisals be- 
fore the 10th of the month in 
the eastern part of the United 
States. More distant points re- 
quire a few days extra. 
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Foundation Company— 
Rating “B” 

Foundation Company stock has had a 
precipitate decline and recently rallied. 
The president of the company states that 
there will be no cut in dividend, and also 
states that no contracts have been can- 
celled. The company seasonally has its 
best earnings in the second half of the 
year. He also states that the Greek con- 
tract, which its foreign subsidiary has, has 
been paid for in its entirety and will keep 
the company busy for a year and a half 
with work starting promptly. 


General Electric— 
Rating “A” 
General Electric has inaugurated dividends 
on its new no par common stock with a 
declaration of the regular quarterly cash 











dividend of 75 cents a share, and an an- 
nual dividend of $1 a share in the special 
stock. All these dividends are payable 
July 15 to stock of record June 7th, 


General Motors— 
Rating “A” 

General Motors rallied sharply during 
the past week and apparently there is a 
substantial ‘short interest in this stock, 
President Sloan states that after a care- 
ful survey of the situation executives are 
confident that good business will continue 
for several months. Recent sales reports 
have dissipated any pessimism brought on 
by the decline in industrial stock prices. 


Glidden— 
Rating “B” 

Following reports that sales were run- 
ning at a rate higher than a year ago, 
Glidden made public its earnings for the 
six months ended April 30, which showed 
a net profit of but $609,000, equal to 8 
cents a share on its 400,000 shares of com- 
mon stock, compared with $1.92 on 323,000 
shares of common stock outstanding a year 
ago. The president of the company states 
that the decrease in profit was largely due 
to unfavorable weather conditions prevail- 
ing this spring, with very little exterior 
painting during March and April, and that 
efforts to maintain sales increased ex- 
penses. He is optimistic about results dur- 
ing the more favorable summer months. 


International Mercantile— 
Rating “D” 

International Mercantile Marine reports 
a loss after deducting depreciation on 
steamers, amounting to $1,540,000 in 1925, 
as against $1,079,000 in 1924. The de- 
preciation item is an extremely heavy one 
and has been running at an annual rate of 
around $5,600,000 in recent years. 


International Shoe— 
Rating “A” 

Reflecting the unsatisfactory conditions 
prevailing in the shoe industry Inter- 
national Shoe reports $4.35 a share earned 
on its common stock in the first five months 
of 1926, compared with $4.71 in the cor- 
responding period of last year. Sales 
showed a decline and costs an increase. 


Manhattan Electric— 
Rating “B” 

Manhattan Electric Supply has increased 
the dividend rate on its common stock to 
$5 yearly. The company has recently sold 

(Please turn to page 737) 
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the shorn lamb. This being an era 

of consolidation someone might as 
well start on the old adages. And the 
above is particularly apropos of the pres- 
ent financial situation. The shorn sheep 
in this case are the rails, utilities and other 
corporations whose earnings have been 
cropped close by limitation of income on 
the one hand and by consistently high 
costs on the other. 


[': an ill wind that isn’t tempered to 


For a while past they have had some 
protection from a substantial windbreak in 
the form of an enormous volume of traffic 
or good business that brought increased 
revenues and fair earnings in spite of 
narrow profit margins. Now comes a 
strong breeze from exactly the right 
quarter, and it looks to be set for a good, 
steady blow. 

Last week Mr. Hanssen presented a 
comprehensive analysis of certain vital 
economic forces. He showed clearly the 
path that is indicated for commodity prices 
and interest rates. Not just for a year or 
two, but as a long-range outlook extend- 
ing well into the future, is there strong 
assurance of a constant gradual down- 
ward trend. 


Better Days 

Here are prospects of palmy days for 
those shivering lambs. Their heroic 
efforts to make ends meet in the day ot 
adversity have been rewarded by the 
achievement of great economies. Never 
have they operated with greater efficiency. 
Never before were the railroads and utility 
companies in such excellent physical’ shape. 
Add to this the prospect of a continued 
decline in operating costs, in replacement 
costs, and in financing costs, and there 
appears to be not a single fly in their oint- 
ment, 

It is no wonder then that securities of 
these companies are consistently in good 
demand, and that the yield on good medium 
grade rail and utility bonds is rapidly 
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dwindling. Nor, on the other hand, is it 
hard to understand why even the best 
class of industrial bonds is inclined to 
weakness. Manufacturing and producing 
corporations which have had smooth sail- 
ing on the calm sea of rising prices are apt 
to find the going a bit more choppy as the 
tide goes out. For them falling commodity 
prices mean lower incomes. Not that there 
is any reason to expect immediate serious 
reverses, but it is quite evident that profit 
margins will tend to narrow down and 
that the factor of safety in earnings avail- 
able for interest will probably be thinner. 

It is still possible to find individually 
attractive industrial bonds, but it is also 
becoming more and more apparent that 
the most profitable general policy is to 
gradually lighten holdings in this group, 
and to concentrate in the more promising 
railroad and public utility fields. 


The Market This Week 


The edge having been taken off high- 
grade. rail and utility bonds by their re- 
cent advances, and industrials being in a 
rather uncertain position, market attention 
has drifted to the foreigns. During the 
past week the latter group has made a 
real show of strength and has found a 
relatively good demand. This is probably 
due to their high yield and a growing 
disposition on the part of investors to ac- 
cept less stable issues in order to keep up 
their good return. The essential disadvan- 
tage of foreign bonds has heretofore been 
their lack of stability due in large measure 
to a predilection on the part of conserva- 
tive American investors to stick to home- 
grown securities. The speculative ele- 
ment to whom foreigns have mainly ap- 
pealed is prone to swap back and forth 
on the news, thus aggravating the in- 
herent fluctuating tendencies that have 
arisen from unstable economic and polit- 
ical conditions abroad. 


As far as ultimate security is concerned 
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it is quite likely that sound foreign bonds 
offer greater dollar-for-dollar value than 
can be obtained from domestic issues. 
Many other nations have credit records 
that compare favorably with that of the 
United States. Their securities in our 
market, however, have been looked upon 
with a skepticism that borders on sus- 
picion. Twenty of what we consider the 
best of the foreign issues were suggested 
in an article by Mr. GuENTHER in the 
May 8 issue of THE FINANCIAL WorLD. 

There have been practically no new 
offerings of note during the week. What 
few have appeared have been mainly rail- 
road equipment issues or additional bonds 
put out under existing “open end” mort- 
gages. This latter type of security is still 
not thoroughly understood. Many in- 
vestors still view it with suspicion, taking 
the stand that it usually represents a junior 
lien or at least a more or less indetermin- 
ate security. 

Unfortunately this is true in not a few, 
and some important instances. However, 
there is a large group of such issues that 
offers distinctly high-grade investment 
quality with, quite often, a really desirable 
yield. 

Although the type is not particularly 
new, it has only recently attained its pres- 
ent prominence. It represents the most 
convenient, often the only possible, medium 
of financing for those companies of mod- 
erate earning capacity that must maintain 
a steady program of expansion in order 
to provide facilities to meet a gradual but 
constant increase in demand. It has 
proved of especial value to the public util- 
ity corporations operating in rapidly grow- 
ing communities. 1 

Because of their specialized character 
these “open end” mortgage bonds must be 
subjected to special tests and to more care- 
ful analysis than is needed in the case of 
closed first mortgage issues. The latter 

(Please turn to page 735) 
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@ Robert A. Long 
City-Builder 


something about the men who have be- 
come captains of industry and leaders 
in finance in the “East,” but why not 
select now and then some outstanding fig- 
ure in the West? 

That was the tenor of a complaint which 
I received recently from a reader who 
does me the honor of being interested in 
my occasional “sketches.” It so nappened 
that I had been hearing frequent men- 
tion of a new industrial center on the 
Pacific slope. Its name is—Longview. 

To think of Longview is to think of 
its founder, R. A. Lone. 

Mr. Lone is head of the Long-Bell 
Lumber Company, an enterprise that is 
familiar to investors as one of the largest 
of its kind in the world. He is one of the 
few remaining romantic figures known as 
“lumber kings.” Several times a million- 
aire, he has reached the age of seventy- 
five to find himself identified with what is 
regarded as one of the most interesting de- 
velopments on the Pacific Coast in the 
post-war period, 


|: is very interesting to read and know 


Mother of Invention 

It is an old adage that necessity is the 
mother of invention. I think that the ex- 
periences of Ropert Lone prove it. Take 
as illustration his venture into the lumber 
business. 

Back in 1874, so his chronicler affirms, 
he conceived the idea that the hay business 
might be the means of yielding a fortune. 
He admits that he was determined to ob- 
tain a goodly supply of the world’s goods 
even in that stage of his career. He had 
started in the business life with a butcher 
shop and found that not to be just what 
he wanted. 

The venture in hay did not turn out 
successfully. He and his partners as a 
matter of fact were forced to give it up. 
They turned everything they had into cash 
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@ At the age when most men are satisfied 
with “living in the past” this multi- 





millionaire lumber man is fashioning a 


city ; 


This sketch tells of how a necessity gave 









birth to an idea that is unique in American 


By 


and made the discovery that the lumber 
for the sheds in which they had expected 
to store hay was worth more than the hay 
they had on hand. 


Rospert LonG saw quickly that, if he 
were going to succeed in making a for- 
tune, he must give up the notion that it 
was to be built of either a butcher shop or 
a hay business. It was necessary to get 
busy at something, and the experience in 
closing out the unsuccessful hay venture, 
plus his determination to find success, put 
him into lumber. . 

Thus was born the Long-Bell Lumber 
Company which, as I have stated, today is 
recognized as one of the largest manufac- 
turing enterprises of its kind in the world. 


Another Task 

Until comparatively recently, most of the 
timber holdings of Mr. Lonc’s company 
were in the South’s yellow pine forests. 
The steady depletion of these resources 
provided the necessity which became the 
mother of another invention. Mr. Lone 
and his directors put their heads together. 
They knew that the South’s forests must 
be rejuvenated. They also knew that, un- 
til they could be fully productive again on 
a proper scale, other timber resources must 
be developed. So they decided upon the 
purchase of a large tract in what east- 
erners, or most of them, know vaguely as 
the Pacific northwest. 

We now come to the most recent achieve- 
ment that has put the name of Ropert A. 
Lone perhaps more intimately before the 
American public. It is the city of Long- 
view, fifty miles inland from the Pacific 
Ocean, or half-way between the city of 
Portland and the Pacific. 

Three years ago Longview was a dream 
upon which a staff of expert planners of 
cities were working day and night. To- 
day it is a small city of more than ten 
thousand people, with several large plants, 





industrial progress. 
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docks (the city is on the great Columbia 
River, giving access to the Pacific ocean), 
churches, theaters, hotels and other things 
that make up a modern American city— 
plus. 

I append that word “plus” because I 
have in mind the fact that competent 
authorities aver that Longview in every 
way is as near to being a model industrial 
city as it is possible to fashion. 

Writers of fiction have depicted the 
wonders of the scenic beauties of the 
Pacific Northwest so that they are familiar 
to those who read, but have not been 
fortunate enough to see. The valley oi 
the famous Columbia today is as filled with 
romance as in the days of the Oregon Trail. 
Longview, fifty miles inland from the 
mouth of the great river of the Pacific 
Northwest, lies in a great pastureland that 
has as its background the mountain slopes 
of Washington and Oregon, with thou- 
sands of acres of Douglas fir forests. A 
vast fortune is represented by those acres 
and acres of timber. 

Building for Utility 

When a great timber tract is bought with 
intent to develop, every purpose is served 
when mills are built and manufacturing 
commences. Generally, the surroundings 
are such as to satisfy the requirements of 
utility rather than any other consideration. 

But Rozsert Lone and his directors 
(principally Mr. Long, if his associates are 
to be accepted as the authority) saw farth- 
er than mere utility. That, perhaps, is 
why Mr. Lone today is a multi-millionaire 
who had to go broke selling hay before 
finding his stride on the road to fortune. 

Longview, therefore, is more than a mill 
town to serve as manufacturing base at 
the gateway of a mighty forest of timber. 
It is the beginning of an industrial city, 
the future importance of which cannor be 

(Please turn to page 736) 
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By THE OBSERVER 


To be just to all concerned is a 

Dog in basic principle in law which has 
Manger been reaffirmed in an important case 
Attitude just decided that affected the re- 
organization of the Denver & Rio 

Grande Railroad. A minority bondholder brought 
suit to hold it up, pleading for the full payment of his 
bonds in face of the acceptance of 84 per cent of the 


security holders of. the terms of the proposed plan. 
The court held it to be unfair to delay the reorganiza- 


tion on this sole plea when its investigation of its merits 
revealed the case was not brought in good faith. In 
the decision it was maintained that a court of equity 
will not allow minority bondholders to be disregarded 
or be unfairly treated, yet it will not lend its aid to any 
scheme of a minority of holding up a fair reorganization 
plan solely as a means to forcing a better payment than 
the majority of security holders received. 

This dog in the manger attitude is assumed sometimes 
by speculators who buy up securities just prior to a re- 
organization, hoping by this kind of strategy to gouge 
out a substantial profit. The scheme has been more 
or less successful where reorganization committees were 
impatient to effect their plans. Yet, in point of ethics 
it is no less censurable than is any scheme by a powerful 
majority to force upon a minority an unjust will. 

A minority is only right when its cause is just—and 
then it may expect the protection of courts of equity, 
which are there to safeguard the weak from the strong. 


When a real estate promotion can 

Floridian fail for more than $8,000,000, as in 

Day the case of the Floranada Club, and 

Dreams leave about sixteen cents on the dol- 

. lar for the creditors, it becomes 

patent on what day dreams some of these developments 

were fostered. These vapory mirages of wealth even 

permeated the blood of the so called rich and upper 

social strata. Among the directors and sponsors of this 

project, glowingly described in flamboyant newspaper 

advertisements-as the second Biarritz, on the coral 

strands of Ponce de Leon’s land, were some of our 
prominent millionaires and blue bloods of Europe. 

Here was an imposing entourage which should have 
assured a successful promotion and flotation of real 
estate, were it not for that indefinite “but” which so 
often injects itself and brings about the undoing of 
men’s well laid plans. The “but” in this instance took 
the form of excessive real estate values that even the 
nouveau riche was unwilling to pay for the privilege of 
being a neighbor of the former King of Greece. 

Such castles in the air crumble rapidly when the 
speculative glamor fades away. That Florida would 
ultimately have to face this situation was so clearly 
forecast that only the blind failed to see it. 


At first it was the cry that ‘the 


French banking interests wanted America to 
Debt cancel all foreign debts, when dis- 
Terms cussion arose for a settlement in 


some form. Now when Mellon’s 
diplomacy has brought about as favorable terms as 
could be expected, on the theory blood cannot be gotten 
out of a stone, hence a debtor cannot be forced to pay 
more than he can, extreme critics still contend these 
negotiations are primarily influenced by international 
bankers. 

That is what the radical French press charges—and 
we hear the same criticism over here. The bankers and 
capital come in for severe criticism on whatever side 
for the moment the agitation over the terms centers. 
The main fact all the critics seem to overlook—that 
something must be done otherwise the house will fall 
over the heads of everyone. This is the position in 
which France finds herseli—and judging by the news 
which comes from there French public sentiment begins 
to see this truth also. 


There is little comfort to be found 
Mistakes in the explanation vouchsafed by 
That Are the news ticker services that the 
Costly news they flashed over their wires 
from Detroit that Hudson Motors 
only declared the regular dividend was received through 
a local brokerage concern and was considered authentic. 
In their eagerness to rush news to the financial center, 
an eagerness that is accentuated by keen rivalry, they 
had in this instance ignored what is the basic principle 
of the service they are supposed to furnish—that of 
authenticity. On this service both news tickers pride 
themselves, but if the Hudson incident is an example 
of it we would suggest a revision in self estimation is 
in order. 

It is impossible to tell how many among the more 
than 300,000 shares of Hudson sold on the day of the 
mistake represented sales by stockholders who had 
bought on the expectation of an increased dividend be- 
fore the news was corrected by the news tickers that 
not only was the cash dividend increased but the direc- 
tors authorized also a stock distribution of 20 per cent. 
The revised version of the directors’ actions put a differ- 
ent phase on the affair and completely changed the mar- 
ket for the stock for that day. 

While it may seem a progressive spirit, this eager- 
ness to beat a rival in speed of furnishing services, if 
the ticker services would consult their best interests 
as well as their understanding of what real service 
means, they would subordinate the desire to outdo each 
other, and buckle down to getting the facts and pub- 


lishing them only after they have been authoritatively 
confirmed. 
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Atchison Dividend Prospects 


@ During the past week President Storey threw cold water on the reports 
that more liberal payments would be made to stockholders of Atchison, 
Topeka & Santa Fe; 


1 


@ He stated that surplus earnings would be required for additions and bet- 
terments for several years, and that the principal uncertainty lay in the 
question of valuation and its bearing on earnings recaptured by the gov- 


ernment; 


@ President Storey appears to have taken a highly conservative attitude and 
while it cannot adversely affect stockholders in the long run does not help 
those who desire a larger return in the less distant future. 


éC S far as we can see now we 
- \ shall need all our surplus after 
dividends for some years to 
come. ... The principal uncertainty, how- 
ever, lies in the question of valuation, the 
decision on which will affect the amount 
of recaptured earnings that may have to 
go to the government.... A 7 per cent 
stock is a good stock and by putting sur- 
plus earnings back into the property we 
are more nearly making the 7 per cent 
dividend a certainty.” — 


The foregoing was issued by President 
Storey of Santa Fe last week; it is pre- 
sumed that the “we” mentioned represents 
the views of the board of directors. It is 
unlikely that it represents the views of the 
average stockholder. 


Let us examine the first statement about 
the need for surplus earnings over the $7 
dividend rate for additions and betterments. 
In 1925 Atchison earned $17.19 per share 
of common stock; this left a surplus after 
paying $7 dividends of $23,632,000. These 
are surplus earnings which were reinvested 
in the property; however, in addition 
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Atchison charged more than $10,600,000 to 
depreciation reserves in 1925, thus giving 
the road additional funds out of 1925 earn- 
ings and making a total of $34,232,000 to 
invest in additions and betterments. Pres- 
ident Storey states that during the coming 
years from $20,000,000 to $30,000,000 will 
be required for this purpose. 

Assume that it will average $25,000,000. 
Based on earnings thus far in 1926 and 
greatly improved traffic prospects for the 
remainder of the year Atchison will earn 
at least as much as in 1925; President 
Storey admits that; probably between $18 
and $20 per share of common will be 
earned. Surplus earnings alone, without 
taking into consideration reinvestment of 
its nearly $11,000,000 depreciation book- 
keeping charge, would take care of addi- 
tions and betterments. Why then will there 
not be funds enough on hand out of earn- 
ings and these charges to pay larger divi- 
dends? Why should not some of these 
capital expenditures be funded with low 
interest-bearing bonds? How long should 
stockholders who have seen their earnings 
reinvested in the property year after year 
wait? Should they not receive at least 
half of the net applicable to the common? 


Recaptured Earnings 

Now as to Mr. Storey’s “principal un- 
certainty.” The question of recaptured 
earnings is perhaps an uncertain one for 
some roads. That President Storey re- 
gards it as an uncertain one for Atchison 
is certainly a surprise. The big bulk of 
property value has been added through re- 
investment of surplus earnings under ac- 
counting rules prescribed by the Interstate 
Commerce Commission. This must be dol- 
lar for dollar value. Atchison has cer- 
tainly pursued a conservative course. It 
carries its equipment at $238,547,000 and 
has charged from this amount $93,218,000 
for depreciation. There are those who 
have given railroad equipment depreciation 
charges study who question that railroad 
equipment depreciates. As a matter of 
fact if railroad equipment is maintained it 
is practically as good as new. At any rate 
Atchison certainly has not “padded” 
values. 


In the 1925 annual report the president 
states : 

“It will be observed that income avail- 
able for interest and dividends was $57,- 
404,652.64, an increase of $4.004,850.63 
over 1924. This income represents a re- 
turn of 5.65 per cent on the investment. 
However, as the average interest rate on 
the indebtedness is but 4.08 per cent and 
the dividend on the preferred stock but 5 
per cent, and because the company has 
steadily invested in the property all sur- 
plus over a reasonable and moderate divi- 
dend on the common stock, without capi- 
talizing this investment, net earnings after 
interest and the preferred dividend show 
17.19 per cent on the common stock.” 


Why the Worry? 

The recapture clause of the Transporta- 
tion Act, which is giving Mr. Storey such 
concern, provides that half of the earn- 
ings above 6 per cent go to the govern- 
ment. Atchison would have to earn around 
$20 per share of common before the re- 
capture point would be reached; if it 
should earn $30 per share it would give 
the government half and show $25 earned 
on the common. If St. Louis-San Fran- 
cisco can pay $7 on its common with a 
much less favorable property value situa- 
tion it appears that Atchison is bending 
backward if refusal to pay more is largely 
on this account. However, we will soon 
have some kind of a decision on this valua- 
tion for recapture situation. The Inter- 
state Commerce Commission begins hear- 
ings on July 1; the eventual outcome will 
be decided by the Supreme Court, which 
has held in a number of public utility cases 
that present-day value is the governing 
factor in establishing a valuation on which 
a fair return should be realized, and there 
is no reason to expect any different out- 
come to the railroad situation. This can 
only mean a revision upward if it comes 
to pass. It certainly can mean no revision 
downward of importance in the Atchison 
values. . 

In the light of the foregoing it would 
appear that stockholders are entitled to 
some more light on this situation, They 
certainly have nothing to lose by staying 
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with it as the earnings being withheld 
from them must eventually come out. 
Those who have held Atchison should not 
sell their stock because of President 
Storey’s position on the dividend. They 
should judge their stock by the relation- 
ship between earnings and market price 
and by the values behind it. 





May Win a Convert 


HE campaign inaugurated by the As- 

sociation to win over corporation of- 
ficials to the issuance of quarterly reports, 
where this practise is not now followed, 
is making progress—despite certain objec- 
tions raised against it. A western mem- 
ber provides evidence of this fact in a 
reply he received from a corporation in 
which he is a stockholder to his suggestion 
along this line. The president of the 
Wolverine Portland Cement Co., on this 
point, answers him: 


“___as to the reason for our company 
not issuing quarterly reports would say 
this has never been done by the company. 
While I see no objection to doing so, it is 
a matter for the board of directors to de- 
cide. I will take this up with the board at 
the next meeting, and, if they should act 
favorable a report will be issued as per 
your suggestion.” 


Let us hope the directors will see the 
wisdom of keeping stockholders more fre- 
quently informed of the status of the com- 
pany’s business. Such action will tend to 
develop stockholder confidence to a high 
degree. This is a bulwark against which 
sinister efforts to depress a company’s se- 
curities find it difficult to make much prog- 
ress, 


When the facts are made public the sting 
of an adverse business period is largely 
removed, Such situations arise in every 
industry but when concealed until they 
must be made officially known it is the 
stockholder who is harmed the most by 
being kept in ignorance, while others, 
aware of the conditions, are armed, to take 
advantage of their fears. Full and frank 
publicity has no substitute in allaying 
needless apprehensions. Our members 
should continue their efforts to bring about 
the more general practice of frequent earn- 
ing reports by corporations which still re- 
frain from it on the theory their business 
is not amenable to it. 
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Northern Pacific Gains 
Rating “A”, G. A. 

Northern Pacific, which showed a re- 
markable gain in net in April, is expected 
to duplicate in May. Conditions in the 
Northwest have been very substantially 
improved by recent rains, although more 
wet weather is needed to develop a good 
spring wheat crop. 
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Southern Railway Position 
Rating “A”, G. A. 


Southern Railway has earned $4.11 a 
Share on its common in the first four 
months of 1926, compared with $399 a 
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year ago. Traffic is holding up well and 
it is probable that before the end of the 
year stockholders will be given rights to 
subscribe to common stock. Including its 
equity in subsidiary earnings it is prob- 
able that $20 per share can be shown on 
the common stock in 1926, 
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Famous Players Pays More 

The common stock of the Famous Play- 
ers-Lasky Corporation has been placed on 
an annual ‘dividend basis of $10 per share 
by the Board of Directors, who, follow- 
ing this action, authorized a special meet- 
ing of the shareholders to vote on a pro- 
posal to increase the authorized number of 
no par shares of common stock from 450,- 
000 to 1,000,000. The meeting will be 
held June 25. The dividends will be pay- 
able $2 quarterly in cash and the remain- 
ing $2 in cash or stock, at the option of the 
corporation. 

The directors also declared an extra 
dividend on the common stock of $2 per 
share, payable Aug. 10 to stockholders of 
record June 30. This extra disbursement 
will be made in common stock, except in 
the event of the failure of the stock- 
holders to approve the increase in common 
stock, in which case it will be paid in cash. 
The regular dividend of $2 on the com- 
mon, payable Oct. 1 to stock of record 
Sept. 15, was also declared. 

Should the stock increase plan gain the 
approval of the stockholders the corpora- 
tion will offer 191,482 shares of the com- 
mon stock for sale at a price of $107.49, 
the 49 cents being an adjustment of the 
accrued dividend, to holders of the com- 
mon stock. The rate of sale will be one 
new share for each two shares now held, 
including the above-named dividend stock. 

Amounting to approximately $20,000,000, 
the proceeds of the proposed issue of com- 
mon stock will be devoted to the acquisi- 
tion or erection of theatres. This -use 
will include purchase of a majority of the 
outstanding stock of the Balaban & Katz 
Corporation of Chicago and the purchase 
of other assets, all of which should add to 
the value, importance and earning power 
of Famous Players-Lasky. 

Famous Players-Lasky at present has 
outstanding 375,456 shares of common 
stock and 80,000 shares of preferred stock, 
20,000 additional shares of preferred stock 
previously outstanding having been pur- 
chased and retired through operation of 
the preferred stock sinking fund. This 
situation will be analyzed in more detail 
in a forthcoming issue. 
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Getting Acquainted 

I have been a reader and subscriber of 
your valued publication for the past four 
years, and to say the least your paper is 
terse, concise and ultra reliable. A busy 
man can peruse from cover to cover in an 
hour’s time and get facts that other pub- 
lications take volumes to tell their story. 
From time to time I have sent you names 
to whom you have sent your paper on a 
sort of get-acquainted method, which I 
believe is a good practice. 

L. Marvin LARNED. 
“Tell your friends they need it.” _ 














Facts and Opinions 
Condensed 


Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
which affect: the commercial and 
financial situation. 


Readers of the Review are invited 
to avail themselves of our facili- 
ties for infermation and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 
please mention The Bache 
Review. 


Sent for three months, without charge 


J. S. BACHE & CO. 


Members New York Stock Exchange 
42 Broadway New York 





























OUR WEEKLY 
MARKET LETTER 


Deals with both basic and 
technical market condi- 
tions. It will be mailed 
you upon request. 


Ask for F. W. L.-1 
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PREFERRED STOCKS 


of 


Electric Light 
and Power 
Companies 
Dividends free from 


Normal Federal Income Tax 


Our current list of offer- 
ings includes several care- 
fully selected issues in 
this group. The yields 
range from 6.40% to 7.25%. 


A copy of this list will be fur- 
nished investors upon request. 


Mc DONNELL & (0. 


120 BROADWAY 


NEw YORK 
Members New York Stock Exchange 


San Francisco 




















729 














Bonds 








For Your June Funds 


Bonds in great variety and suited to widely vary- 
ing requirements—all carefully investigated— 
are offered in our circular for June 


Cail or write for your copy 


The National City Company 


Main Office: National City Bank Bldg., New York 
Uptown Office: 42nd Street at Madison Avenue 
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American Tel. & Tel. 
(Concluded from page 718) 








modity prices and declining interest rates 
the stock should reach a higher investment 
plane. 











conversations have been made and the 
company hopes to make possible a tele- 
phone conversation between this country 
and London, just as it has between New 
York and San Francisco. The company 
is also transmitting pictures by telephone. 
The management is progressive. 
Summing up, the company has the es- 
sentials of a sound financial structure, as- 
sured earnings, excellent public relations 
and a sound and progressive management. 
The stock is. entitled to be considered as 
one of our soundest common stock invest- 
ment issues. There is no reason why it 
should not be liberally represented in every 
businessman’s list of holdings. Those who 
hold the stock are advised to exercise 
their rights. In an era of declining com- 








New Money for Rails 
(Concluded from page 719) 
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of 1914 the depreciation reserves had in- 
creased to $1,387,000,000 so that we find 
that nearly $1,000,000,000 of funds was de- 
rived from this reserve account during the 
past ten years. We now have accounted 
for $4,646,000,000 of the increase in assets 
during the ten-year period under review. 
Where did the last billion come from? 


Now we have to delve a little deeper. 
We get into the intangibles of bookkeep- 
ing. In 1914, for instance, the railroads 
showed as a deferred asset some $105,- 
000,000 of debt discount that was to be 
extinguished by future earnings; by 1924 
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this was reduced to $84,000,000; total un- 
adjusted debits were $338,000,000 in 1924 
as against $663,000,000 in 1914. Now then 
on the other side various unadjusted cred- 
its (exclusive of depreciation) had risen 
from $169,000,000 in 1914 to $684,000,000 
in 1924. These changes, plus the gain in 
current assets, approximately account for 
the last billion gained in assets. 

What does all this mean? It means that 
today the funded debt of the railroads is 
in a sounder position than it has ever been 
because the ratio of funded debt to prop- 
erty value and earning power is more 
favorable. Instead of—as generally as- 
sumed—the railroads being overburdened 
with bonds because of their financing oper- 
ations of the past decade we find that the 
ratio of bonds to total assets has decreased 
from 49 per cent to 40.4 per cent. Cer- 
tainly such a ratio is conservative ; certainly 
the railroads are on a sound financial basis, 


I wish that the general balance sheet 
published by the Interstate Commerce 
Commission would show a real current as- 
set position of the roads. In 1914 the 
roads included in their current assets mar- 
ketable securities and bonds of their own 
issue that were available for sale to the 
public. In 1924 marketable securities are 
included with “other investments” in the 
fixed assets and so are their own bonds 
available for sale. Of course prior to 
1914 no railroad held any liberty bonds; 
now roads such as Pennsylvania and Union 
Pacific hold large amounts of these. 


Referring only to <ash holdings we find 
that the railroads at the close of 1924 held 
$754,000,000, compared with but $395,000,- 
000 in 1914. I am confident that if figures 
were available showing the marketable se- 
curities the railroads now hold a tre- 
mendous gain ‘n this item would be shown 
to have taken place in the past ten years 
also. 


Conclusion 

In conclusion, and to sum up, it is my 
judgment that this study of balance sheets 
demonstrates rather conclusively (1) that 
the railroads have been financing them- 
selves very conservatively during the past 
ten years, with a relatively small amount 
raised through bond sales; (2) that the 
actual status of railroad bonds has been 


. greatly improved despite popular notions 


to the contrary; and (3) that the rail- 
road stockholder is about due to be re- 
warded for the earnings that have been 
turned back into the railroad properties 
during this period. 

Continue to recommend dividend paying 
rail stocks included in the May Ist bargain 
list. Below is a list of these stocks and 
the comparative prices. 


—Prices—— 

May 1 _‘~Present 
Union Pacific ................ 147 148 
Northern Pacific ................ 70 72 

Gt. Northern Pfd. ............ 83 74% 
Wabash Pfd. —............... 72 73 
Southern Pacific .............. 100 101 
Baltimore & Ohio ............ 88 90 
St. Louis & Frisco ........ 92 95 
Pere Marquette ............. 82 91 
Rock Island 6 Pfd., ........ 86 87 
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How to Regard Ratings 


MEMBER subscriber who deferen- 

tially refrains from mentioning his 
name, mildly takes umbrage on the meth- 
ods employed in rating stocks in our 
Monthly Appraisals—and cites as an ex- 
ample the “A” rating on White Motor 
stocks which he had bought around $100 
a share. Unfortunately this subscriber is 
not aware that our ratings are not primar- 
ily concerned with the speculative posi- 
tion of a security—but with the com- 
pany’s stability in earning power and what 
relations it exercises on dividends, 
whether the prospects are good for such 
payment and the financial status of the 
corporation. In this instance and on this 
basis of appraisal, White Motor is clearly 
entitled to an “A” rating because the mar- 
gin over the present rate of dividend is 
substantial enough. Regarding the specu- 
lative prospects of a stock the Appraisals 
endeavor to define them in the single line of 
the column devoted to that purpose. There 
the opinion is expressed for the guidance 
of the speculative operator. It was thought 
advisable to call the attention of THE 
FINANCIAL Wor p’s subscribers to this dis- 
tinction. Dealing as the Appraisals do 
with nearly a thousand securities it is 
no more possible to secure 100 per cent 
accuracy than it is for Dun’s or Brad- 
street to assure 100 per cent accuracy for 
their commercial reports, a doctor to cure 
every patient, or a lawyer to win every case. 


Nothing would please us more than to 
have given to us such financial wizardry, 
unfortunately not being of the gods— 
simply human beings, with all their fallible 
traits, we can only strive to acquire as near 
as 100 per cent efficiency as is possible— 
and on such 4 comparison we are pre- 
pared to rest the reputation of the Ap- 
praisals, It is well to mention also that 
the bulk of THe FInAaNcrIAL Wortp sub- 
scribers are of the investor type who are 
as much concerned about the permanency 
of dividends they receive as they are about 
market values for their securities, and the 
ratings given stocks is intended to provide 
this information. 

* * * 


Meaningless Anyway 
N his letter Nelson C. Hubbard, a mem- 
ber from West Virginia, touches upon 
a corporate practice, which legal tradition 
has built up and which in spirit never has 
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been intended to cover up or conceal from 
stockholders transactions that could not or 
would not have been approved in open 
meeting. But, it is also subject to abuses, 
but everything in life is, so there can be 
no remedy for such a common ill. Mr. 
Hubbard writes: 


“May 21, 1926. 

“Your ‘Association of American Invest- 
ors,’ if it really functions, will be a power- 
ful engine for the improvement of methods 
affecting stockholders and bondholders.” 

“More than this, its power might be 
made extremely helpful in influencing com- 
panies against practices which are unde- 
sirable though not fraudulent.” 

“One growing practice which seems to 
me unfair and unwarranted is the habit 
of the officers of a corporation of submit- 
ting for adoption at annual meetings reso- 
lutions giving a blanket endorsement to 
all of their acts during the preceding year. 
I wonder if anyone knows just what the 
legal effect of such adoption is with re- 
spect to stockholders who vote for it in 
person; to those whose proxies are voted 
for it by the officers themselves; and to 
those whuse stock is not voted, or the pos- 
sible few who vote in the negative.” 

“It would seem that no blanket endorse- 
ment should be asked, and that where con- 
firmation is sought this should cover only 
matters which have specifically been re- 
ported to the meeting for that purpose.” 

“If this view should be general among 
the members of your Association, it might 
be practicable to have them all agree to 
vote against any resolution by which they 
purport to approve the acts of the ad- 
ministration ‘sight unseen.’ Or the or- 
ganization could publicly recommend a 
standard form of such resolution of ap- 
proval which would contain a blank for 
specific reference to the acts or policies 
for which approval is sought.” 

We should like to hear from other mem- 
bers on this same subject. However I 
can say this much from my own knowl- 
edge, as an expert witness in a corpora- 
tion case, that the general release Mr. Hub- 
bard speaks about is but a gesture that 
will not hold in court, where it can be 
proven a fraud has been permitted on the 
stockholders, and they without knowledge 
released the directors through the stereo- 
typed form so commonly practised and to 
which Mr. Hubbard refers. 











1926 Analysis 





General Railway 
Signal Co. 


The 1926 Edition of our 
Analysis of General Rail- 
way Signal Company is 
now ready for distribution. 
Copies will be sent to in- 
vestors upon request for 
Circular H-252. 
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NEW SITUATION 


Changed market conditions may have 
made advisable a readjustment of 
your holdings. 

Our Statistical Dept. is freely at 
your service for information and 
advice. 
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A Further 
Rally ? 


Even in major bear markets 
stocks usually rally back half 
way after the first big break. 
Following the decline of 27 
points will the current market 
regain half its loss before the 
rally ends? 
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The Story 
of the 


Baking Industry 


Today, our great baking organi- 
zations, which satisfy an insist- 
ent public demand for scientifi- 
cally produced bakery products, 
are a powerful factor in the 
prosperity of the country. 


A 32-page illustrated booklet, 
“Modern Baking,” prepared by 
us in collaboration with Purity 
Bakeries Corporation, tells how 
bakery products are produced in 
modern baking plants and iudi- 
cates the magnitude of this es- 
sential industry. 


Write for Booklet No. 1713 
“MopERN BAKING” 


Spencer Trask & Co. 


25 Broad Street, New York 
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Money and Credit Conditions 


(Continued from page 717) 
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quite important phase of the subject, a 
brief digression is warranted. 


The Gold Supply 

Prior to the war we held a fair propor- 
tion of the world’s money gold. So long 
as the credit machinery worked smoothly 
the credit base was sufficiently ample. But 
the machinery did not always work smooth- 
ly. Europeans held a huge aggregate of 
our securities which they could return to 
us and demand gold therefor at any time. 
Also, Europeans carried large cash bal- 
ances with us and these could likewise be 
withdrawn without notice. If our total 
supply of gold was used as a basis for 
loans, as was frequently the case, we were 
in constant danger. Under the laws which 
existed at that time, the banks were, gen- 
erally speaking, required to carry a 25 per 
cent gold reserve, and if there was no sur- 
plus reserve the drawing away of say 
$100,000,000 in gold by Europe would mean 
a reduction in our loaning ability of $400,- 
000,000. The panics of 1903 and 1907 and 
most of our other pre-war panics were 
precipitated by just such conditions. We 
tried to simultaneously finance a business 
boom and a speculative boom. Not only 
the deposits but the capital of the banks 
was fully employed. The high prices for 
our securities attracted European selling; 
loans were called right and left; the seri- 
ous losses sustained made conditions worse, 
and panic ensued, accompanied by currency 
famine. 

These conditions are completely changed 
now. We own approximately half of the 
world’s money gold; Europe has very few 
of our securities, while we have invested 
heavily in foreign issues. Also, the Fed- 
eral Reserve laws have greatly improved 
our former clumsy and dangerous credit 
structure. It would be unwise to say that 
panic or an acute money strain cannot pos- 
sibly occur under present circumstances, 
but the probability of any such develop- 
ments are extremely remote. 


Falling Interest Rates 


Turning now to the effects of falling 
interest rates due to a redundant supply 
of credit, only one unforeseeable con- 
tingency could arise from this condition. 
A superabundance of money and credit in- 
vites inflation. This proposition is as true 
of a nation as it is of an individual, for 
a nation is nothing but an aggregation of 
individuals. As a matter of fact, the 
enormous and sudden increase in our 
wealth, growing out of war conditions, did 
lead us into an inflation spree immediately 
after the close of the war, with the in- 
evitable penalties for our folly. The basis 
for inflation is still present, and European 
bankers and economists have been predict- 
ing for several years that no people in 
our circumstances could resist the tempta- 
tion of a secondary period of inflation. 
Perhaps the wish was father to the 


thought, as nothing would please Europe 
more than such a development. However 
that may be, it is gratifying to note that 
the policies adopted by the Federal Reserve 
Board and leading banking interests, to- 
gether with the awakened good sense of a 
majority of our citizens, has kept us clear 
of anything resembling inflationary tend- 
encies since 1920. 

While it is true that, barring the ex. 
ception noted above, an ample supply of 
credit is fundamentally favorable to all 
lines of enterprise and consequently to all 
classes of securities, the statement must be 
qualified by the remark that offsetting 
factors may intervene. The one great pos- 
sibility in this direction is a falling trend 
of commodity prices. So long as a re- 
dundant supply of credit is the primary 
cause of rising commodity prices, it may be 
difficult to understand how an actual de- 
cline in prices could occur under such 
conditions. This apparent anomaly is ex- 
plained by two facts—first, that while 
credit has the same purchasing power as 
money, that power will not force com- 
modity prices up or even support them, 
unless it is exercised. It may not be ex- 
ercised for two reasons, (a) because the 
supply is controlled, and, (b) because those 
who can command credit voluntarily re- 
frain from using it. They may refrain 
for several reasons, chief among which are 
(a) the belief that prices are too high, (b) 
that prices are going lower, and (c) doubt 
as to what the commercial future holds. 
The second reason is that inflation must, 
in the nature of things, be short lived and 
circumscribed unless it is world-wide. An 
artificial rise in domestic prices based upon 
our surplus supply of credit would reduce 
our sales and increase our purchases 
abroad and thus automatically check the 
progress of the phenomenon. 

The effects of rising or falling commo- 
dity prices on security values and prices 
have been briefly referred to under Axioms 
7 and 8, but the subject is too large and 
too vital for proper treatment:-in this arti- 
cle. It will, therefore, be discussed at some 
length in the next installment of the series. 


Future Price of Credit 


It has been pointed out in the preced- 
ing paragraphs that we are more concerned 
with the future than with the present price 
of credit. All the influences outlined above 
are largely dependent for their operation 
on a more or less sustained trend of inter- 
est rates in one direction or the other. A 
flurry in call money will. frequently cause 
a sharp advance or decline in stock prices, 
but these permutations are of no particular 
relevancy or importance. They are brought 
about by the actions of day to day specu- 
lators who operate almost wholly on call 
funds, or by those who mistakenly assume 
that demand funds represent a true index 
of credit conditions. The rates for four 
months’ collateral loans, commercial loans, 
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acceptances, or government borrowings rep- 
resent the best indexes of real present 
conditions. 


In order to arrive at intelligent conclu- 
sions as to the probable future course of 
interest rates, it is necessary to consult, 
first, the extent of the available supply, 
and, second, the extent of the probable fu- 
ture demand, The supply may appear 
ample for all present purposes, but indica- 
tions may point to an increased commercial 
demand, or to pending heavy foreign 
fnancing, or to some other reason for ex- 
pecting a hardening of rates. On the other 
hand, there may be reasons for expecting 
a falling off in demand, which will be fol- 
lowed by lower rates. Again, if we look 
for a period of gradually rising commodity 
prices we may be sure interest rates will 
also seek a higher level, while a period 
of falling commodity prices will be ac- 
companied or followed by declining inter- 
est rates. 


If the supply of credit is redundant, we 
may safely assume that a moderate or 
even a fairly large increase in commercial 
demand will not cause interest rates to ad- 
vance very much, unless there is simul- 
taneously a decided increase in specula- 
tive demand. It may be pointed out, in 
passing, that the eventuality last named 
now appears improbable. The recently 
adopted policy of the Federal Reserve 
Board, supplemented by the records of the 
New York Stock Exchange, requiring 
periodical data as to all collateral loans 
certainly means that there is no intention 
of allowing the highly speculative inter- 
ests to absorb an unduly large amount of 
credit. The mere publication of these 
data also acts as a curb on general over- 
expansion of speculative ventures. That 
is, rapid increases in the volume of col- 
lateral loans would induce many people 
to refrain from making new purchases or, 
perhaps, to withdraw from the market. 


Increased Demand 

An increase in commercial demand 
would, nevertheless, have a tendency to 
keep interest rates firm and to prevent 
a lower level. But if, with an available 
supply in excess of present needs, the out- 
look is for a continuance of general busi- 
ness activities on an even keel, we may con- 
fidently look forward to gradually declin- 
ing interest rates. While the surplus sup- 
ply of credit may not be used freely in 
new business ventures or speculation, it 
will seek employment of some kind, and 
this demand for employment will be of a 
sufficiently competitive character to bring 
about lower rates. 


It will be observed, therefore, that a 
decision as to the probable future course 
of interest rates must be based upon an 
examination of the various prospective 
developments in the business and financial 
worlds. A decision as to future demand 
‘s more difficult to arrive at than a deci- 
sion as to the future supply. The present 
supply is a known quantity and changes 
in the base can be kept track of with com- 
parative ease. Forecasting the probable 
course of demand is not, however, so oner- 
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ous a task as might appear. Those who 
take a reasonable amount of interest in 
economic affairs will find plenty of mate- 
rial to work on in the published opinions 
of bankers and business leaders, in the 
numerous statistical records bearing on 
the trend of business affairs, and in many 
other directions. It is also the hope of 
the writer that in the articles which follow 
some suggestions may be offered which 
will assist the reader in forming conclu- 
sions on this important subject. 


Credit and Speculation 


After one has obtained a fair grasp 
of the principles governing credit and its 
effects on security values and prices, the 
question at once arises—how can this 
knowledge be practically applied in a 
profitable manner? As the subject here 
discussed is speculation, the attempt to 
answer this question will be confined to 
the use of credit in operations in the secur- 
ity markets. 


At the beginning of this article it was 
stated that the price of money and credit 
was the greatest single influence bearing 
upon security values. If this is true, it 
follows that it is also the greatest single 
factor in speculation. 


There is much popular prejudice against 
what is called marginal speculation. This 
unreasonable attitude found its genesis in 
the abuse and not in the use of credit. 
There is a great deal of difference between 
buying a stock on a 5 or 10 per cent margin 
with no particular knowledge of its value, 
and buying on a 40 or 50 per cent margin 
for sound reasons. The two processes 
are as far apart as the poles. 


Credit is an instrument of business. The 
merchant who borrows money from his 
banker in order to purchase goods which 
he expects to sell at a profit is following 
the same principle as is the man who bor- 
rows money at a low rate of interest in 
order to purchase something which shows 
him a higher rate of return or which he 
expects to sell at a profit, or both, 


It is a peculiar fact that if a man pur- 
chases a security and pays for it in full 
and later puts it up with his banker as 
collateral for a loan, he will resent the 
idea that he is operating on margin. But 
there is no difference. If the security is 
purchased through a broker it is used as 
collateral for a loan in all cases. The 
broker may make the loan himself or he 
may rehypothecate the security with his 
banker. In a great majority of cases the 
latter plan is followed. For that matter, 
the buyer may, if he chooses, make the 
original purchase through his own bank. 


Nothing could be farther from the in- 
tention of the writer than to recommend 
marginal speculation as it is frequently 
indulged in by the public. What is in- 
tended is to expose the confusion of 
thought which leads critics to conclude all 
marginal operations—that is, to exclude all 
use of credit in purchasing securities. 


There is a direct and demonstrable ad- 
vantage to be gained by borrowing money 
at a low rate of interest and purchasing 
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securities which yield a higher rate. The 
advantage is greater than is generally 
realized. For example, if a certain reason- 
ably safe security shows a yield of 6 per 
cent and money can be borrowed at 5 per 
cent, using the same security as collateral, 
the demonstrable gain is quite attractive. 
If money can be borrowed at a still lower 
rate and securities purchased which show 
a higher yield, the gain is increased pro- 
portionately. This may be illustrated by 
a specific example. 

Assume that a stock which pays divi- 
dends of $5 per share is obtainable in the 
open market at $70 per share. This rep- 
resents a yield of 7.15 per cent on the pur- 
chase price. Assume further that the pur- 
chaser of 100 shares of this stock provides 
$3,000 of his own money—which is equiva- 
lent to a 43 per cent margin—and borrows 
the balance at 5 per cent. The proposi- 
tion works out as follows: 


Cost of 100 shares at $70........$7,000 
Margin deposited 3,000 
Unpaid balance 4,000 
Interest on $4,000 at 5 per cent. 200 
Annual dividend on stock ........... 500 
Profit 300 


which is 10 per cent on the $3,000 orig- 
inally involved. This does not include 
cost of commission and tax, which would 
slightly decrease the yield, but that does 
not change the principle expounded. The 
effect of the commission on the profit is 
variable, dependent on the length of time 
the stock is carried. One writer has re- 
cently attempted to belittle the whole proc- 
ess by producing numerous examples based 
on purchases carried only a month or two 
and adding as much to the costs as pos- 
sible, even including the theory that when 
a man buys a stock he usually pays at 
least one-eighth more than the current 
price, This is merely a quibble. The only 
conceivable reason for terminating such a 
purchase in a month or two would be 
because a satisfactory profit had accrued. 
The security might be carried two or three 
years, in which case the disadvantage rep- 
resented by commissions and other initial 
costs would be diluted. Finally, one who 
wishes to adopt the plan can place his 
purchasing order at a_ stipulated price. 
Probably the author of the screed in ques- 
tion did not realize that he was attacking 
one of the soundest of all methods of 
operation in the security markets and one 
which is constantly and _ successfully 
adopted by experienced operators. 


Applying the Plan 


It will readily be realized that in apply- 
ing this plan to the security market one 
may take as much latitude as he pleases 
in order to increase the demonstrable gain, 
or the speculative chances, or both. That 
is to say, he may borrow a larger propor- 
tion of the purchase price, or may operate 
in securities which show a higher yield. 
If the marginal deposit had been only 
$1,000 in the example given, while $6,000 
was borrowed, the gain shown would have 
been 20 per cent instead of 10 per cent. 
That would have decreased the factor of 
safety and placed the buyer in a position 














where a sudden decline of a few points 
would have embarrassed him, unless he had 
reserve resources. Similarly, if a stock or 
bond is purchased at prices which show 
a yield of 10 or 12 per cent, the high yield 
indicates doubt regarding its status. It is 
idle to contend, however, that the existence 
of a very high yield is prima facie eyi- 
dence that interest or dividends cannot be 
maintained. Those who have the temerity 
to offer this contention can promptly be 
overwhelmed with evidence to the con- 
trary. A few years ago many newly issued 
income bonds sold on a yield basis of 10 
to 12 per cent, and these bonds have not 
only paid their interest in full but have 
gained a much higher status and a much 
higher price level. Many dividend-paying 
stocks have done the same thing. This is 
precisely where speculation of the highest 
order comes in. If one has a clear and 
well-grounded concept of the general out- 
look, an adequate knowledge of property 
values and earning capacity, present and 
prospective, plus an understanding of the 
credit situation and the effects of credit 
on security values, he is equipped to go 
farther afield than one not possessed of 
these qualifications. The writer has per- 
sonal knowledge of very large returns made 
on a reasonably safe basis through con- 
fident purchases of such bonds as the Mis- 
souri, Kansas & Texas Income 5s, the St. 
Louis & San Francisco Adustment and 
Income 6s, the International & Great North- 
ern 6s, the Hudson & Manhattan Income 
5s, the Rock Island preferred stocks and 
many other like securities. These pur- 
chases were not made on blind faith or on 
guesswork. The purchasers believed, and 
had good reason for believing, that the 
price of credit was going lower, that gen- 
eral business would improve, and that the 
talk of the approaching downfall of our 
transportation system was simply “noise 
and fury, signifying nothing.” The reader 
may say “That is true enough, but, alas, 
these opportunities no longer exist.” That 
is all wrong. There are always opportuni- 
ties in the security markets. Sometimes 
the opportunities are greater than at others, 
but they are always available to those who 
have a clear understanding of the influ- 
ences which make values and prices and 
the patience and courage to carry their 
carefully considered plans to a logical con- 
clusion. 


Employment of Credit 

As suggested heretofore, the extent to 
which one is justified in employing credit 
in his operations is measured by the ex- 
tent to which he possesses the qualifications 
outlined. For most people who are not in 
a position to make a special study of the 
subject, the middle ground is the most de- 
sirable. The example tabulated in a fore- 
going paragraph fairly represents such 
ground, In this regard it should be noted 
that the advantage shown in the example 
referred only to the demonstrable gain due 
to borrowing money at one price and farm- 
ing it out at another. Possible speculative 
profits were not considered. It should be 
added that the very fact that the advantage 
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exists is the best reason for assuming that 
the price of the security will rise unless 
something occurs to alter the original 
premises. 

Editor’s Note: The next article of this 
series will be entitled “Commodity Prices 
and Speculation.” In this article Mr. Gib- 
son will discuss the effects of rising or 
falling commodity prices on security values. 
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figure. To offset the heavy capitalization, 
Reading possesses a high earning power 
and a high property value. In spite of 
$500,000 less gross revenues, net income 
was $2,000,000 greater in 1925 than for 
the year previous. This favorable show- 


- ing was accomplished by instituting operat- 


ing economies, and resulted in an increase 
of $1.46 earned per share of common 
stock. Reading’s investment account in- 
cludes $48,218,110 stocks of other com- 
panies, from which an annual income is 
derived equivalent to $2 per share of 
Reading’s common stock. Included in this 
investment account is 53 per cent of the 
outstanding stock of Central Railroad of 
New Jersey, which has a book value 
of $409 per share, the second largest in 
the United States in this respect. This 
stock, in accordance with the segregation 
decree, was placed in the hands of trustees 
for sale. The actual sale of the stock, 
however, has been deferred pending the 
grouping of railroads under the Transpor- 
tation Act of 1920, but subject to the 
further order of the court. Considerable 
competition has developed for the control 
of Jersey Central, and in the event the 
stock is sold the Reading Company is ex- 
pected to reap a handsome benefit from 
its investment. 

There are distinct merger possibilities in 
the‘ Reading situation. More than 40 per 
cent of the Reading stock is owned in about 
equal amounts by Baltimore & Ohio and 
New York Central. These roads and the 
Van Sweringens agreed that B. & O. was 
to get Reading, and B. & O. unquestionably 
needs it. However, Pennsylvania objected 
and later the whole scheme for the con- 
solidation in the eastern trunk line terri- 
tory was knocked into a cocked hat by 
Loree’s fifth trunk line proposal. It is 
probable, however, that eventually B. & O. 
will get Reading and Jersey Central, pos- 
sibly on the basis of exchanging stock on 
attractive terms. 

Meanwhile Reading stock is under- 
valued compared with current and pros- 
pective earning power. The road made a 
remarkable showing in 1925 considering 
the anthracite strike and is rapidly diversi- 
fying its traffic. The road is in prime 
physical condition and in excellent finan- 
cial condition holding more than $5,000,- 
000 in Liberty bonds and nearly $6,000,000 
in Bethlehem Steel bonds. On the basis 
of value, namely the relation of market 
price to current and prospective earning 
power the railroad stock has the call on 
the more speculative coal stock of the 
same name. 
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are provided with specific security in the 
shape of pledged properties the value of 
which usually changes very gradually. 
Furthermore they are issued in a specific 
amount and the equity in property values 
can be determined more or less readily at 
almost any time. 


The type under discussion, on the other 
hand, is apt to vary widely as to the 
amount outstanding from time to time and 
as to the actual equity then pertaining. 
These things depend entirely upon the pro- 
visions contained in the indenture covering 
the particular: issue under — consideration. 
Sometimes the indenture permits the ex- 
ercise of broad discretionary powers on 
the part of the directorate, but more often 
it imposes strict limitations as a protec- 
tion to the investor. 


In judging the desirability of these 
bonds as holdings it is first essential to 
determine the exact mortgage lien and the 
equity in assets at the time of proposed 
purchase. If these are satisfactory, the 
next step in analyzing the bonds is an 
examination of the provisions governing 
the issuance of additional bonds. The 
most desirable type, from the standpoint of 
security, is that under which additional 
issues can only be sold to reimburse the 
company in part—the actual percentage 
may vary but should not be over 80 per 
cent—for funds actually expended for ex- 
pansion of facilities or for acquiring new 
properties. We list below a few examples 
of this class. 


Alabama Power Co. Ist. and ref. 5’s, 
1951, at 100% to yield 4.96. 


Milwaukee Elec. Lt. & Pwr. Co., Ist 
ref. 5’s, 1961, at 9534 to yield 5.29. 


New Orleans Public Service, Inc., 1st 
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and ref. 5’s, 1952, at 95% to yield 5.30. 
Ohio Power Co., Ist and ref. 5’s, 1952, 
at 9856 to yield 5.10. 
San Joaquin Light & Pwr. Co., unif. 
and ref. 6’s, 1952, at 106 to yield 5.56. 
Union Elec. Lt. & Pwr. Co., Ist and 
ref. 5’s, 1954, at 101% to yield 4.90. 


In recent issues we have discussed at 
length the various types of bonds that 
have lost or are rapidly losing attractive- 
ness. We have also pointed out desirable 
types that would make suitable substitutes. 
At the risk of being condemned for monot- 
ony we again take occasion to stress the 
importance of effecting a revision of hold- 
ings at this time that will permit: taking 
full advantage of the expected advance in 
bond prices. 


The important points for consideration 
now are redemption prices and maturity 
dates, although we cannot too strongly 
urge avoiding industrial speculative issues 
until later in the year. High coupon bonds, 
unless non-callable and of distant maturity, 
are definitely undesirable holdings in the 
great majority of cases. If they still offer 
a high yield or a substantial spread be- 
tween market and redemption prices, they 
are probably unsatisfactory from the stand- 
point of security. If they satisfy con- 
servative investment requirements they 
are either selling so near their call prices 
as to preclude further appreciation, or else, 
in the case of non-callable medium term 
issues, they command such high market 
levels that the probability of any further 
important advances is extremely remote. 


As examples of the last-named class we 
cite the Great Northern 7s, 1936, the Penn- 
sylvania R. R. 6%4s, 1936, and the Illinois 
Central 6%s, 1936. All these issues are 
selling around 113 or 114. Their current 
yields are unquestionably attractive, but 
when amortization of their present pre- 
miums is taken into account the yield to 
maturity is no better than can be obtained 
in equally sound issues bearing a lower 
coupon. Furthermore the yield to ma- 
turity for any one of these issues will de- 
cline more rapidly than will that of a 
lower coupon bond if the two should ad- 
vance an equal number of points in price. 


All three issues could be profitably re- 
placed. For instance, we would suggest 
the Great Northern 5%4’s, 1952 for the 
7’s of 1936. A suitable substitute for the 
Illinois Central 6%4’s, 1936, the same 
road’s Ist 45s of 1955, or the collateral 
trust 4’s, 1953. The latter, of course, are 
of somewhat lower grade. In place of 
the Pennsylvania R. R. 6%’s, 1936, the 
series A 414’s, 1965 could be substituted 
with promise of ultimate satisfaction. 


We shall present further profitable ex- 
changes in next week’s issue. It should 
be kept in mind that these recommenda- 
tions are made with the idea of presenting 
typical examples. The same policy can 
usually be employed in many other cases. 








We will also suggest some transfers of 
medium grade industrials into rails ang 
utilities offering an equal yield. 
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estimated. It has made an auspicious start 
to be sure. The city planning experts made 
certain of that, and Mr. Lone, despite his 
seventy-odd years, declares that he is 
going to be mighty active for some time 
to come in the work of making Longview 
all that its manner of birth gives promise 
for. 


In Kansas City, the founder and head 
of the Long-Bell Lumber Company has a 
fourteen-story office building that bears 
his name and is one of the most modern 
in the mid-west metropolis. In the same 
city he has a palatial home that is a show 
place. To Longview he has given a pub- 
lic library,.and he has donated or estab- 
lished a fund of a million dollars, which is 
to be used to make his Pacific Coast dream 
a reality that will play an important part 
in the development of the western slope 
of the Rockies. 

Thus Mr. Lone, realizing what the 
needs of a great industry dictated, went 
west and provided a city for future gen- 
erations to grow up with. That is a mod- 
ern interpretation of well-worn advice. 


ra’ 


Southern Pacific After a Record 
Rating “A”, Guenther’s Appraisal 





T. M. Shoemacher, in charge of traffic 
of Southern Pacific, estimates that gross 
earnings in 1926 will come close to record 
earnings of 1923. The road has its operat- 
ing expenses under better control now, and 
earned approximately $13 a share in 1923. 
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share earned on the preferred stock in the 
first quarter of 1926, compared with 8 
cents a share earned on the common in the 
first quarter of 1925. 








out its dry battery business to National 
Carbon, a subsidiary to Union Carbide. 
Just how this will affect future earnings 
still remains to be seen, 


Sears-Roebuck— 
Rating “A” 

Sears-Roebuck reported a sharp gain in 
sales for May when an increase of 10.7 
per cent was announced, compared with an 
increase of 6 per cent for the first five 
months of 1926 over the same period of 
1925. 


U. S. Steel— 
Rating “A” 

With better reports from the steel 
trade, generally, U. S. Steel will show as 
good earnings in the second quarter of 
1926 as in the first quarter of 1926, due 
to the inclusion of larger earnings from 
its transportation subsidiaries in this 
quarter. Other steel companies are not 
expected to do quite as well in the second 
quarter because of lower prices and lower 
sales. 


Waldorf— 
Rating “A” 

After experiencing rather unsatisfactory 
earnings last year, Waldorf System scored 
a sharp comeback. This chain of New 
England restaurants is in extremely strong 
cash position and earnings in the first 
quarter were equal to 58 cents a share, 
compared with 50 cents a share in the 
first quarter of last year, nearly double cur- 
rent dividend requirements. 





Oils 





Simms— 
Rating “B” 

Apparently Simms has taken a turn for 
the better in its production. It is officially 
reported that May production has aver- 
aged about 1,000 barrels daily more than 
in the first quarter, and in this month the 
company’s refining and marketing opera- 
tions showed up well against a deficit in 
the first quarter. 


Texas Company— 
Rating “A” 

Texas Company, which markets gasoline 
in every state in this country with the 
exception of Kentucky, Nevada and Cali- 
fornia, recently announced a non-knock 
gasoline at regular price of gasoline. The 
new gasoline is claimed to have anti-knock 
qualities so that retail business has been 
stimulated thereby as well as by increasing 
motoring activity. The stock has been 
strong, 


Transcontinental Oil— 
Rating “D” 
Transcontinental Oil reports 66 cents a 
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Atchison— 
Rating “A” 

After having enjoyed a very sharp ad- 
vance, Atchison reacted during the past 
week when President Storey intimated that 
no change in the dividend rate was in con- 
templation and that surplus earnings would 
be required for expansion for several 
years to come. 


Colorado Southern— 
Rating “B” 

Colorado & Southern showed a sharp 
gain in net in April and promises to show 
a substantial gain in net for 1926 as traf- 
fic prospects for the remaining months of 
the year are bright. 


Delaware & Hudson— 
Rating “A” 


Delaware & Hudson reported increase of 
about 70 per cent in net earnings in April 
compared with April a year ago. 1926 
promises to be a very profitable year for 
this carrier. 


Kansas City Southern— 
Rating “B” 

Kansas City Southern had the largest 
April gross in its history except 1921. 
Traffic prospects are excellent and esti- 
mates of as high as $8 a share in earnings 
are made for 1926, largely based on pros- 
pective heavy haul of winter wheat to 
gulf ports. 


Missouri Pacific— 
Rating “C” 

Missouri Pacific common and preferred 
stocks have become more active at rising 
prices recently. Car loadings in the first 
three weeks in May showed an increase of 
5 per cent over the same period last year, 
and with transportation expenses under 
better control another good gain in net is 
expected for May. 


Pere Marquette— 
Rating “A” 

President Frank H. Alfred of Pere 
Marquette looks for larger earnings on 
the common in 1926 than in 1925. It is 
probable that 1926 earnings on the com- 
mon stock will be somewhere between $13 
and $14 a share. Pere Marquette has an 
excellent financial structure and the man- 
agement is known to favor liberal divi- 
dends. At current market prices the yield 
is nearly 7 per cent with prospects for the 
current dividend to be covered more than 
twice. During the past week the Van 
Sweringens were again in New York as 
reported in furtherance of their plans to 
reinaugurate the Nickel Plate merger. The 
stock has risen 10 points since it was in- 
cluded in Mr. Guenther’s May 1 bargain 
list. 
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tion. Kindly use your letterhead. 


A. B. Leach & Co., Inc. 


62 Cedar St., New York 
105 S. LaSalle St., Chicago 
Boston Philadelphia Cleveland 
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This Company’s elec- 
tric transmission sys- 
tem, now inter-con- 
nected with five other 
large systems in the 
Chicago district, is an 
integral part of the 
greatest “pool of pow- 
er” inthe world...such 
inter-connection per- 
mits marked operating 
economies and, togeth- 
er with a growing vol- 
ume of industrial and 
residential business, 
enables the Company 
to show a substantial 
gain in net revenues. 

The Bonds, Preferred 

and Common Stocks 

of this Company are 


listed on The Chicago 
Stock Exchange. 


PuBLic SERVICE 
COMPANY 


General Offices : 
72 West Adams Street 
Chicago, III. 


Serving 6,000 square miles—278 com- 
munities—with Gas or Electricity 


and ref. 5’s, 1952, at 95% to yield 5.30. 
Ohio Power Co., Ist and ref. 5’s, 1952, 
at 985% to yield 5.10. 
San Joaquin Light & Pwr. Co., unif. 
and ref. 6’s, 1952, at 106 to yield 5.56. 
Union Elec. Lt. & Pwr. Co., Ist and 
ref. 5’s, 1954, at 101% to yield 4.90. 


In recent issues we have discussed at 
length the various types of bonds that 
have lost or are rapidly losing attractive- 
ness. We have also pointed out desirable 
types that would make suitable substitutes. 
At the risk of being condemned for monot- 
ony we again take occasion to stress the 
importance of effecting a revision of hold- 
ings at this time that will permit taking 
full advantage of the expected advance in 
bond prices. 


The important points for consideration 
now are redemption prices and maturity 
dates, although we cannot too strongly 
urge avoiding industrial speculative issues 
until later in the year. High coupon bonds, 
unless non-callable and of distant maturity, 
are definitely undesirable holdings in the 
great majority of cases. If they still offer 
a high yield or a substantial spread be- 
tween market and redemption prices, they 
are probably unsatisfactory from the stand- 
point of security. If they satisfy con- 
servative investment requirements they 
are either selling so near their call prices 
as to preclude further appreciation, or else, 
in the case of non-callable medium term 
issues, they command such high market 
levels that the probability of any further 
important advances is extremely remote. 


As examples of the last-named class we 
cite the Great Northern 7s, 1936, the Penn- 
sylvania R. R. 6%s, 1936, and the Illinois 
Central 6%s, 1936. All these issues are 
selling around 113 or 114. Their current 
yields are unquestionably attractive, but 
when amortization of their present pre- 
miums is taken into account the yield to 
maturity is no better than can be obtained 
in equally sound issues bearing a lower 
coupon. Furthermore the yield to ma- 
turity for any one of these issues will de- 
cline more rapidly than will that of a 
lower coupon bond if the two should ad- 
vance an equal number of points in price. 


All three issues could be profitably re- 
placed. For instance, we would suggest 
the Great Northern 5%4’s, 1952 for the 
7’s of 1936. A suitable substitute for the 
Illinois Central 6%4’s, 1936, the same 
road’s Ist 45s of 1955, or the collateral 
trust 4’s, 1953. The latter, of course, are 
of somewhat lower grade. In place of 
the Pennsylvania R. R. 6%4’s, 1936, the 
series A 4¥4’s, 1965 could be substituted 
with promise of ultimate satisfaction. 


We shall present further profitable ex- 
changes in next week’s issue. It should 
be kept in mind that these recommenda- 
tions are-made with the idea of presenting 
typical examples. The same policy can 
usually be employed in many other cases. 





We will also suggest some transfers of 
medium grade industrials into rails and 
utilities offering an equal yield. 








Robert A. Long 
(Concluded from page 726) 











estimated. It has made an auspicious start 
to be sure. The city planning experts made 
certain of that, and Mr. Lone, despite his 
seventy-odd years, declares that he is 
going to be mighty active for some time 
to come in the work of making Longview 
all that its manner of birth gives promise 
for. 


In Kansas City, the founder and head 
of the Long-Bell Lumber Company has a 
fourteen-story office building that bears 
his name and is one of the most modern 
in the mid-west metropolis. In the same 
city he has a palatial home that is a show 
place. To Longview he has given a pub- 
lic library,.and he has donated or estab- 


‘lished a fund of a million dollars, which is 


to be used to make his Pacific Coast dream 
a reality that will play an important part 
in the development of the western slope 
of the Rockies. 


Thus Mr. Lone, realizing what the 
needs of a great industry dictated, went 
west and provided a city for future gen- 
erations to grow up with. That is a mod- 
ern interpretation of well-worn advice. 


£L) 


Southern Pacific After a Record 
Rating “A”, Guenther’s Appraisal 





T. M. Shoemacher, in charge of traffic 
of Southern Pacific, estimates that gross 
earnings in 1926 will come close to record 
earnings of 1923. The road has its operat- 
ing expenses under better control now, and 
earned approximately $13 a share in 1923. 












Forecasting 
FACTORS 


TO successfully forecast the 
movements of stock prices, fac- 
tors must be selected that com- 
pletely sum up the vital 
conditions in speculation. 

ALL of the opinion that 
makes and unmakes “markets” 
is boiled down in the three 
following factors:— 


PRICE — RANGE—VOLUME 


THE scientific combination of 
these factors has been perfected 
by us; and profitably forecasts 
the turns of short swing stock 
movements. 


A copy of our Stock Market 
digest will be sent on request 


TritmaN®urveY 


Nottingham Bldg., D-20,Boston, Mass 
Please send free booklet offered above 
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Bulls and Bears 
(Concluded from page 724) 
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share earned on the preferred stock in the 
first quarter of 1926, compared with 8 
cents a share earned on the common in the 
first quarter of 1925. 








out its dry battery business to National 
Carbon, a subsidiary to Union Carbide. 
Just how this will affect future earnings 
still remains to be seen, 


Sears-Roebuck— 
Rating “A” 

Sears-Roebuck reported a sharp gain in 
sales for May when an increase of 10.7 
per cent was announced, compared with an 
increase Of 6 per cent for the first five 
months of 1926 over the same period of 
1925. 


U. S. Steel— 
Rating “A” 

With better reports from the steel 
trade, generally, U. S. Steel will show as 
good earnings in the second quarter of 
1926 as in the first quarter of 1926, due 
to the inclusion of larger earnings from 
its transportation subsidiaries in this 
quarter. Other steel companies are not 
expected to do quite as well in the second 
quarter because of lower prices and lower 
sales. 


Waldorf— 
Rating “A” 

After experiencing rather unsatisfactory 
earnings last year, Waldorf System scored 
a sharp comeback. This chain of New 
England restaurants is in extremely strong 
cash position and earnings in the first 
quarter were equal to 58 cents a share, 
compared with 50 cents a share in the 
first quarter of last year, nearly double cur- 
rent dividend requirements. 





Oils 





Simms— 
Rating “B” 

Apparently Simms has taken a turn for 
the better in its production. It is officially 
reported that May production has aver- 
aged about 1,000 barrels daily more than 
in the first quarter, and in this month the 
company’s refining and marketing opera- 
tions showed up well against a deficit in 
the first quarter. 


Texas Company— 
Rating “A” 

Texas Company, which markets gasoline 
in every state in this country with the 
exception of Kentucky, Nevada and Cali- 
fornia, recently announced a non-knock 
gasoline at regular price of gasoline. The 
new gasoline is claimed to have anti-knock 
qualities so that retail business has been 
stimulated thereby as well as by increasing 


motoring activity. The stock has been 
strong, 


Transcontinental Oil— 
Rating “D” 
Transcontinental Oil reports 66 cents a 
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Railroads 





Atchison— 
Rating “A” 


After having enjoyed a very sharp ad- 
vance, Atchison reacted during the past 
week when President Storey intimated that 
no change in the dividend rate was in con- 
templation and that surplus earnings would 
be required for expansion for several 
years to come. 


Colorado Southern— 
Rating “B” 

Colorado & Southern showed a sharp 
gain in net in April and promises to show 
a substantial gain in net for 1926 as traf- 
fic prospects for the remaining months of 
the year are bright. 


Delaware & Hudson— 
Rating “A” 


Delaware & Hudson reported increase of 
about 70 per cent in net earnings in April 
compared with April a year ago. 1926 
promises to be a very profitable year for 
this carrier. 


Kansas City Southern— 
Rating “B” 

Kansas City Southern had the largest 
April gross in its history except 1921. 
Traffic prospects are excellent and esti- 
mates of as high as $8 a share in earnings 
are made for 1926, largely based on pros- 
pective heavy haul of winter wheat to 
gulf ports. 


Missouri Pacific— 
Rating “C” 

Missouri Pacific common and preferred 
stocks have become more active at rising 
prices recently. Car loadings in the first 
three weeks in May showed an increase of 
5 per cent over the same period last year, 
and with transportation expenses under 
better control another good gain in net is 
expected for May. 


Pere Marquette— 
Rating “A” 

President Frank H. Alfred of Pere 
Marquette looks for larger earnings on 
the common in 1926 than in 1925. It is 
probable that 1926 earnings on the com- 
mon stock will be somewhere between $13 
and $14 a share. Pere Marquette has an 
excellent financial structure and the man- 
agement is known to favor liberal divi- 
dends. At current market prices the yield 
is nearly 7 per cent with prospects for the 
current dividend to be covered more than 
twice. During the past week the Van 
Sweringens were again in New York as 
reported in furtherance of their plans to 
reinaugurate the Nickel Plate merger. The 
stock has risen 10 points since it was in- 
cluded in Mr. Guenther’s May 1 bargain 
list. 


are invested in the 

ElectricPowerandLight 
properties of the United States. 
Bonds of individual units of this 
enormous and essential industry are 


justly ts because of the sta- 


bility and steady earning power of 
the issuing companies. 
Read our booklet, 
“Public Utility Securities as Investments” 
and you will see why 
such bonds are sound investments. 


Ask for AU-2453 


AC.ALLYN“° COMPANY 


INCORPORATED 
67 West Monroe Street, Chicago 
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Curtis 
Publishing Co. 
7% Preferred Stock 


Publishers of 
Saturday Evening Post 


Ladies Home Journal 


The Country Gentleman 


Circular D-4 upon request 





Adams & Peck 


20 Exchange Place New York 
Telephone Bowling Green 5480 

















Stocks 
and 


Business 


Write for our Monthly Letter 
B-35 on conditions. Stocks 
bought and sold on com- 
mission — cash or margin. 





Hartshorne, 
Fales & Co. 


Members N. Y. Stock Exchange 
71 Broadway New York 
Bowling Green 7610 
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liquidation. 





Stocks Now a Buy? 
Which Not? 


See that heavy liquidation during February and March. All stocks went 
down, good and bad. And the American Securities Service advised—in ad- 
vance, when stocks were at the top—selling all stocks, also selling short. 


Next see how light the trading has been since April 1, indicating absence of 
Now—good stocks, though pushed down with bad stocks, will 
come back. But bad stocks will rally, only to sink to still lower levels. 


Are you getting out of bad stocks, on every rally? Are you pick- 
ing up good stocks, on every dip? 


Clients of the American Securities Service are receiving clear-cut, definite 
recommendations on what to do. These recommendations should be profit- 
making this summer, the same as our advices were last winter to sell. 


Send for this sample market forecast, free. 


AMERICAN SECURITIES SERVICE 


837 Corn Ex. Bank Bldg., New York 





























High-Yield Preferred Stock 


(Concluded from page 722) 

















cent. In that the two classes of stock 
rank equally in all respects the 6 per cent 
issue appears to have certain advantages 
that have’ an appeal to the investor under 
existing circumstances. The 6 per cent 
issue selling at $78 offers a more 
attractive yield of 7.7 per cent and 
for it to sell on a 7.37 per cent basis, the 
same as the 7 per cent it would command 
a price of about $81%. A favorable fac- 
tor for the 6 per cent stock is the span 
between the current market price and the 
call price of the stocks and it is listed on 
the Cleveland Exchange. The company in 
recent local newspaper advertisements has 
announced that the 7 per cent issue will in 
the future be sold at $100, or a straight 
7 per cent yield basis. To compensate for 
this ‘divergence in the two yields the 6 per 
cent issue should command a price of $86, 
that is, if it too would sell on a 7 per 
cent yield basis. © Consideration must, 
of course, be given to the fact that the 
stock that the company is selling is on the 
installment plan, and is sold in odd lots of 
from one to five shares, which to a large 
extent accounts for the wide difference in 
price. 

As can be seen from the accompanying 
tabulation of earnings the company set a 
new high record in 1925. Gross earnings 
show an increase of 14 per cent over 1924. 
The greatest gains have been made, as has 
been said before, in the electric end of the 
business. In 1915 this department con- 
tributed only 19 per cent of the total 
business, while at present it constitutes ap- 
proximately one-half of the entire rev- 
enues. The sales of electric light and 


power in 1925 passed the 200-million kilo- 
738 | . 


watt-hour mark for the first time. In- 
creased demands for service leave little 
doubt but that the progress reported will 
be continued and improved upon in the 
years to come. With interest and dividend 
requirements covered from this source of 
revenue it remains for the transportation 
business to hold up its end, and when it 
does the situation will prove an attractive 
one for the holders of the preferred se- 
curities mentioned. 
Gross Increases 

There was an increase in gross revenue 
from $498,970 in 1924 to $647,712 in 1925 
in the transportation department. 160,823 
tons of freight were handled in 1925. 
Revenue passengers carried showed an in- 
crease of 2,468,025 over 1924. But 
with this increase the returns were not 
such as to classify them as a fair com- 
pensation on the value of the proper- 
ties. In November, 1924, the voters in the 
City of Akron granted a new franchise to 
the company to run four years. The short 
duration was deemed advisable in prefer- 
ence to one of a longer period at fixed 
rate of fare because at the termination of 
the franchise an adjustment is possible 
that would prove satisfactory to all con- 
cerned. Provision was also made for the 
elimination of competition by “jitneys” and 
motor bus transportation on the streets the 
company serves. With this plan in opera- 
tion about one year it is interesting to note 
the results of operation as reflecting on 
future agreements. 

During the first year of operation under 
this franchise the company purchased the 
property and business of practically all 
competing bus lines in the city. These 








purchases, together with an increased rate 
of fare and the inauguration of special 
express bus service at a ten-cent fare ag 
provided for in the franchise, are expected 
to improve the Akron transportation situa. 
tion. 


On the Akron City system the total 
revenue per car mile was 40.46 cents and 
the total revenue per bus mile was. 23,0] 
cents. The operating expense per car 
mile was 35.56 cents and for the bus 
mile 24.78 cents. These figures do not 
include taxes and depreciation but repre- 
sent only the bare operating costs, while 
the rates of fare in effect are 7 cents cash 
and 17 tickets for $1.00 or four tickets for 
25 cents with free transfers. Because of 
the large percentage of transfer passengers 
carried the average rate of fare received 
by the company was only 4.94 cents. Elim- 
inating transfer passengers the fare per 
passenger would average about 6.24 cents, 
To carry 27,214,456 revenue and 7,165,401 
transfer passengers, the street cars oper- 
ated a total of 4,177,967 car miles, while 
the buses operated 3,243,762 bus miles and 
carried but 11,856,312 revenue and 3,107,- 
758 transfer passengers. With only 30 per 
cent more railway mileage approximately 
130 per cent more passengers were car- 
ried on the street cars than on the buses, 


Wages to motormen and conductors ac- 
count for a large part of the operating 
expenses, and it might be mentioned that 
in the recent difficulties between the com- 
pany and the union,.what may be termed 
a complete victory was scored by the com- 
pany, due undoubtedly to the manage- 
ment’s policy of keeping the local public 
informed on the operating results of the 
transportation system and the unwilling- 
ness to place the burden of this end of the 
business on the power and light consumers, 
Realizing that the company’s financial con- 
dition did not warrant a wage increase, 
the men have returned at the old 
scale of wages and without recognition be- 
ing given to the union. The sentiment of 
the public in the territory served has im- 
proved considerably in late years, and a 
better understanding is prevalent of the 
problems confronting the company in their 
efforts to give a creditable and extended 
service. 


It seems reasonable to assume that the 
worst of the Company’s problems now are 
behind it and that steady progress should 
be made in the future. The management 
is able and appears to be doing all it pos- 
sibly can to build up earning power and 
if no unforeseen obstacles prevent, should 
be successful in its efforts. 

The situation as now presented shows 
requirements on the bonds and preferred 
earned from the electric business alone, 
which gives the preferred stock a rather 
unique position, offering an attractive 
yield with a long uninterrupted dividend 
record and the further speculative possi- 
bilities of an improvement in the trans- 
portation business. When this problem has 
been satisfactorily solved and the traction 
and bus lines are earning a fair return 
these stocks will sell on a lower yield basis 
than at present obtainable, and more in 
line with current money rates. 
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Contrasting Tractions 
(Concluded from page 723) 











ten months ended last April does not rep- 
resent true earning power. In fact if it 
were not for these the company would 
now be showing a corporate deficit, as its 
deficits from the elevated lines would ex- 
ceed its allowable surpluses earned from 
the subway division but for making up 
previous deficits. 


Meeting Competition 

Due to the large accumulations of un- 
earned deficits the company can continue 
to retain an annual net corporate income 
at the present rate for several years longer. 
Interborough cannot reasonably consider 
dividends on its stock as long as the pres- 
ent city contract is in effect, but must 
build up a strong current position to carry 
it through a possible three-year competi- 
tive period if the new municipal subway 
system, under existing legislation, is op- 
erated on a five-cent fare. 

Assuming that a fare increase should 
be granted (which is a remote possibility) 
and its accumulated deficits wiped out, In- 
terborough could. profit only through the 
operations of its elevated lines or new sub- 
ways, because the present subway system 
is now earning all that the company is 
permitted to retain under the present con- 
tract. An increase of one cent over the 
fare now in effect would have provided the 
elevated division with $3,527,235 additional 
income for the last fiscal year or more than 
$10 a share on Interborough common stock, 


The contention that no dividends can be 
paid for years to come on I. R. T. stock 
is, however, strengthened by the prospect 
of enforced capital expenditures which will 
amount to a substantial sum. April 18, 
1926, the New York Transit Commission 
served an order, effective July 1, requiring 
the lengthening of the subway local station 
platforms to a minimum of 480 feet, in 
order to accommodate ten-car trains. It 
is estimated that this construction will re- 
quire an expenditure of approximately six 
million dollars, of which one-half is to be 
borne by the city'and the other half by the 
company. 


Eliminating Wooden Cars 


A resolution was recently introduced in 
the New York State Assembly under 
which the complete elimination of wooden 
cars from the New York City elevated 
lines and substitution of steel cars would 
be ordered. It is estimated that the pur- 
chase of this new equipment would in- 
volve an expenditure of about $30,000,000. 
In order to safely carry the heavier steel 
cars the existing elevated lines would have 
to be strengthened, which would incur a 
considerable additional expense. 

In view of the situation set forth above 
it appears that Interborough stock is over- 
valued at its current price of about $50 
per share. Particularly is this the case 
when Manhattan Railway modified guaran- 
teed stock can be bought at $59. This is- 
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73% Growth in Customers 


In 1920 the Associated System had 190,000 cus- 
Today it has over 330,000. This is the 
normal growth of the same properties over the 


The steadiness of this growth (see chart) from 
year to year, including 1921 with its unusual busi- 
ness depression, indicates the remarkable stability 
of the electric light and power industry. 


For information concerning facilities and securities of the 


Associated Gas and Electric Company 


Write to its subsidiary and ask for our booklet, 
“Interesting Facts.” 
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sue is now carrying payments of $5 per 
annum, guaranteed by Interborough. It is, 
in effect, a participating preferred stock 
up to 7 per cent, as additional payments 
must be made upon it before Interborough 
can pay more than 4 per cent on its own 
stock. With any payments on Interbor- 
ough in excess of 4 per cent Manhattan 
modified guaranteed stock must share 
equally. In other words, if 5 per cent is 
paid on Interborough, 6 per cent must be 
paid on Manhattan modified, and if 6 per 
cent is paid 7 per cent must be paid on 
the Manhattan stock. The non-assenting 
stocks, of course, receive full 7.per cent. 


Conclusion 


Manhattan modified guaranteed stock is 
now selling to yield about 8.3 per cent, and 
in view of its participation feature holders 
of these shares are in line to share in any 
substantial increase in Interborough’s earn- 
ings without the greater risk of holding 
Interborough’s stock. 


Class by Itself 

Allow me to compliment you on the very 
sane and able paper you publish. I am 
acquainted with a number of financial pub- 
lications and I find two drawbacks in most 
of them which are absent from THE 
FINANCIAL Worup. They are either per- 
meated with bullishnes or too indefinite. 
That is, they are, in the first case, more 
for the speculator rather than for the in- 
vestor, and in the latter case, they merely 
print news such as can be found on the 
financial sheet of any good daily paper, 
without pointing out the significance and 
the resultant effect on securities. Before 
subscribing to your publication I sent in- 
quiries to a number of magazines and pa- 
pers maintaining financial inquiry depart- 
ments, and THE FINANCIAL WorLD was 
recommended very highly; one reply stat- 
ing that, “THE FINANCIAL Wor is in a 
class by itself.” So power to you! 

Ators J. WEBER. 
“Tell your friends they need it.” 
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A Business Conducted on 
A Cash Basis Without 
Costly Inventories 


B. F. Keith Corp. 


First & General Refunding 
Mortgage 20 Year 6% Bonds 
Due 1946 


The B. F. Keith Corp. con- 
trols 34 high class vaude- 
ville and motion picture 
theatres located in the 
most -densely populated 
territory of the country. 


Reported average net earn- 
ings are 3.21 times interest 
charges. 





Price 100 and interest 
| To yield 6% 


Circular FW-111 on request 


Fred’k Southack & 
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The name LEVERICH has been suc- 
cessfully identified with Brooklyn Real 
Estate operations for over 70 years 


Would You 


Invest 


in a Security with a 
Lower Coupon Rate 
Than 


612% 


when we can meet the re- 
quirements of the rigid 
N. Y. Trust Fund Laws 
governing investments for 
estates, minors, widows, 
etc.? 























Your funds are further pro- 
tected by 2 additional Fac- 
tors of Safety. Don’t invest 
until you find out what they 
are. 
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BY C.MHARGER 


Mortgages and Farms 
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the corn belt finances and the argu- 

ments in congress over bills for re- 
lief of the producers of the interior, census 
bulletins issued this week are of interest. 
These cover the states of Iowa and Ne- 
braska and are indicative of what is hap- 
pening to the farmer in his business op- 
erations. Take Iowa. That state had in 
1920 121,888 farms operated by owners or 
part owners. Of these 66,096, practically 
one-half, were mortgaged for $489,816,000. 
In five years the number of farms de- 
creased to 116,444, of which 64,745 are 
mortgaged. Either the missing 2,000 farms 
were changed to tenant farming or they 
had been absorbed by the uniting with 
other farms. These were mortgaged for 
$625,629,000, an increase in mortgage debt 
of $135,000,000. But the value of the mort- 
gaged farms had decreased from $1,814,- 
000,000 to $1,272,000,000, nearly one-third, 
and their debt instead of being 22 per cent 
is now nearly 50 per cent of the estimated 
value. This means a heavy burden upon 
the producer and one that calls for liberal 
income to meet the interest charges ‘and 
taxes and yet leave a profit for the owner. 
While 55,000 farms were free of debt in 
1920, 52,000 were debt free in 1925. The 
farm population decreased 33,000 in the 
half decade. The situation is thus one that 
reveals a considerable need of readjust- 
ment and some good years of profit making 
to bring the condition of the producer back 
to normal, 


Il: view of the general discussion of 


Over In Nebraska 

The Nebraska situation is shown also in 
this week’s report. The total number of 
farms operated by owners or part owners 
decreased in the five years from 69,672 to 
67,766; those mortgaged increased from 
35,191 to 38,279; the valuation changed 
from $705,561,000 to $512,905,000; the 
mortgage debt from $168,507,000 to $216,- 
255,000. The ratio of the Nebraska debt 
to the value of the land is much better than 
in Iowa because there was less deflation 
in land values. It is practically 40 per 
cent, which is a reasonable valuation, es- 
pecially as the land values are probably 
given very low and lower than they are 
today, for there has been a steady better- 
ment during the past year. Here, too, the 
farm population has decreased, there being 
18,000 less persons on the farms than five 
years ago. These figures are to be taken 
with slight allowance. The average census 
taker was a local farmer and he may have 
been unduly pessimistic as to land values, 
but, of course, the amounts of the mort- 


gages are probably correct, presumably be- 
ing taken from the records, 


Relation of Values 

The worth of a realty loan is, of course, 
based on its ratio to the sale price and the 
actual market value. The federal land 
bank’s record as shown by its annual re- 
port recently issued shows some interesting 
figures on its operation and the relation it 
maintains. During the year ended Novem- 
ber 30, 1925, which is the period covered 
by the ninth annual report, private sales 
of 8,870 farms carrying federal land bank 
loans were reported. The amount loaned 
against these farms aggregated $26,000,000 
against an appraised valuation of $69,000,- 
000 when the loans were made. The total 
of the sale prices was $59,000,000. Thus 
the loans amounted to 38 per cent of the 
appraised value and 44 per cent of the 
sale price, the appraisements exceeding the 
sale price by 16 per cent. The per cent of 
loans to sale prices has increased steadily 
for the past five years, rising from 32 
per cent to 44 per cent. The farms brought 
a steadily smaller proportion of the value 
at which they had been appraised and a 
smaller margin over the amount loaned 
against these farms. The margin, how- 
ever, has been on the conservative side of 
the 50 per cent of land and 20 per cent of 
the improvements, which is the rule of the 
land banks. For the joint stock land banks 
the farms sold during the year that car- 
ried loans of these banks at the time of 
sale numbered 1,177, originally appraised 
at 104 per cent of the sale prices received 
and carrying loans amounting to 43 per 
cent of the sale prices, a slightly better 
showing than the land banks proper. 


Why They Borrow 

Another interesting feature in the re- 
port of the land bank system is the revela- 
tion that counting all the loans made since 
the beginning of the plan until the end of 
October, 1925, more than three-fourths of 
the loans made have been for the purpose 
of paying other mortgages and loans. Dur- 
ing the past five years bankers have urged 
the farmer to take up his current short 
time loans at banks by placing mortgages 
on the farm, and this accounts for some 
of the loans in this class. However, the 
tendency has ever been in that direction 
and the original purpose of the land bank, 
which was to enable the man without land 
to secure a farm, seems to have been dis- 
carded. The purposes for which loans were 
made in the land banks in percentages 
were: To pay mortgages, 65; pay other 
debts, 12; buy land mortgaged, 9; other 
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buildings, 5; 


implements, 


land, 1; 
livestock, 2; other purposes, 5. The joint 
stock land banks have similar relation: 
Pay mortgages, 79; other debts, 6; land 
mortgaged, 9; other land, 1; buildings, 3; 
implements, 1; livestock, 1. 


1; 


Loans Are Less 

The loans made by these banks during 
1925, while somewhat more extensive than 
in 1924, fell off materially from 1922 and 
1923, The inroads of the insurance com- 
panies and other loaning agencies are be- 
ing felt and indications are that the loans 
of the federal institutions are about at 
their maximum, Outstanding at the end 
of the year were $1,600,000,000, of which 
nearly two-thirds represented the hold- 
ings of the federal land banks with the 
remainder divided between the joint stock 
land banks and the intermediate credit 
banks in the proportion of seven to one. 
The land loans of the two bank systems 
totaled $1,551,000,000, compared with $1,- 
871,000,000 held by 52 life insurance com- 
panies. During the year the farm land 
banks loaned $127,000,000 at rates of in- 
terest varying from 5 to 5% per cent. At 
the beginning of 1925 the rate of 5%4 per 
cent prevailed in all banks, but during the 
year it was reduced to 5% per cent in the 
Omaha and St. Paul district and in cer- 
tain sections of the St. Louis district. 
The St. 
per cent in April, 1926. These reductions 
represented primarily reduced operating 
costs coming from the granting by these 
three banks of a large volume of loans in 
excess of $100,000,000. Also there was the 
direct competition of the private loaning 
agencies in this territory which were mak- 
ing a 5 per cent rate and compelled the 
land banks to meet it. The borrower 
naturally prefers the private loan because 
of the lack of red tape and the elimination 
of the need for forming a local association 
in order to take advantage of the long 
bank system. With the joint stock bank, 
of course, this is not demanded. 


Smaller Loans Asked 

The tendency all through the middle 
west is to make smaller loans. The farm 
has a lower value to begin with and the 
era of depression just passed of which 
some effects yet remain has cautioned the 
borrower to be conservative. Loaning 
agencies are not disposed to take chances 
and are making moderate appraisals. It is 
safe to say that the farm loan of today is 
made with greater care and with more 
solid basis of worth behind it than at any 
time in a decade. The water has been 
squeezed out of land values and while in 
some instances this has been serious for 
loan companies that operated on too exu- 
berant a scale the effect has been healthful 
for the farm industry as a whole. One 
of the weaknesses that developed during 
the boom period was the idea that any 
amount of borrowing could be met from 
the high price of products, and now that 
the price level has been established on a 
lower basis the borrower is held within 
limits where he can be more certain of 
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Paul district was reduced to 5 


meeting his obligations, all making for 
sounder securities. It also adds to the 
financial strength of the western farm sec- 
tion which is making headway toward nor- 
mal conditions. 
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Mississippi’s Guaranty Law 
RANK J. DUFFY, president of the 
Bank of Commerce, Natchez, Miss., 

writes to THE FINANCIAL WorLD to say 
that his state is getting along with the 
law for guaranty of bank deposits better 
than the Interior states where it has been 
an expensive failure—particularly in Kan- 
sas and Oklahoma. He incloses a state- 
ment of the bank commissioner which gives 
some interesting figures on the working of 
the law in Mississippi. Since the guaranty 
law has been in operation, guaranty cer- 
tificates amounting to $3,288,592 have been 
issued. Of these $1,801,807 have been 
retired from assessments on the state banks 
and assets of failed institutions, leaving 
now outstanding $1,486,785, of which the 
commissioner estimates $747,613 can be 
paid from cash on hand and assets of 
failed banks. The assessments on the 
banks amount to about $250,000 annually 
and the commissioner estimates that by the 
close of 1929, if no more failures occur, 
the fund will pay out all certificates. Dur- 
ing the year ending May 1 no bank failure 
occurred in the state. In the past twelve 
years the state has had thirty failures 
which is not a bad record. It is reported 
that only thirteen of these came from the 
deflation of following of the past five 
years. Of the thirty failures, eleven were 
caused by dishonesty, eight by incompe- 
tency, eight by frozen loans and three by 
careless handling of frozen loans. In 
twenty-four banks the directors in diffi- 
culty managed to readjust affairs and pre- 
vented failure. This makes a good: record, 


thinks Mr. Duffy, and the figures bear him 
out. 





Said With Great Regret 


E often receive from our subscrib- 

ers some valuable suggestions and 
we endeavor to. show our appreciation for 
this spirit of co-operation. But that op- 
portunity has been denied us by the in- 
tervention of fate in the case of one of 
our most esteemed subscribers, Col. W. P. 
Platt, a West Point graduate, a soldier 
every inch, who served abroad in the 
world war with signal honor. To him we 
would have liked to show how much his 
interest and suggestions for the improve- 
ment of the Appraisals were appreciated, 
but before that chance came the Colonel 
was suddenly stricken ill at the National 
Republican Club and died shortly there- 
after. Some of the changes advised by 
Col. Platt will appear in the June Ap- 
praisals, and we are quite sure that many 
of THe FINANCIAL Wort readers will 
regret as we have that the Colonel did not 
live to see his ideas adopted. Not only 
has THE FINANCIAL Wor pD lost a valued 
subscriber in the death of Col. Platt but 
also a sincere friend. 











GEORGE M.FORMAN 
& CoMPANY 


Investment Bonds Since 1885 


6 to 614 % 
FIRST MORTGAGE 
REAL ESTATE BONDS 


soundly secured 


112 West Adams St., Chicago 
100 E. 42nd St., New York 


Pittsburgh Minneapolis Des Moines 
Springfield, Til. Peoria, Ill. 
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Head Office: 
LONDON, E.C. 3. 





Over 1,650 Offices in England & 
Wales, and several in India, 
Burmah and Egypt. 





(31st December, 1925.) ($5=4£1.) 


DEPOSITS, &c. $1,693,355,035 
ADVANCES, &c. $816,653,630 





The Bank has Agents and 
Correspondents throughout the 
British Empire and in all parts 
of the World, and is closely 
associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign Bank Ltd. 

The National Bank of New Zealand, Ltd. 

Bank of British West Africa, Ltd. 

The British Italian Banking Corporation, Ltd. 
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INVESTMENTS 


The recognized quality of any investment 
security is reflected in the interest rate it 
carries. That is true of Stocks, Bonds, 
Mortgages and other investments. A high- 
grade security does not promise a_fabu- 
lous—or even outstanding—return. If you 
will sign your name and address below and 
return to us, you will receive without any 
obligation list ‘I’? of high-grade, old time, 
conservatively placed First Farm Mort- 
gages from the best hard wheat sections 
in the United States. 


Name 
Dar ee eee ere ee 
E. J. LANDER & CO. 


Investment Securities 
Grand Forks, N. D. Established 1883 
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Over the Counter Market 


Edited by William J. Healy 




















We Deal in 


BANK & TRUST CO. SUGAR 
TOBACCO 


‘STOCKS 


Stone, Prosser &Doty 


INVESTMENT SECURITIES 


52 William St., N. Y. Hanover 7728 














Continental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertles 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 


























BIG BUSINESS OPPORTUNITY 
$400 MACHINE EARNED $5040 IN ONE 
year; $240 machine $1448; $160 machine 
$2160. Many St. Louis machines earned 
annually $4000. One man placed 300. 
Responsible company offers exclusive ad- 
vertising proposition. Unlimited possibilities. 
Protected territory. $1000 to $3000 invest- 
ment. Experience unnecessary. 


NATIONAL KEI-LAC COMPANY 


322 N. 19th St. St. Louis, Mo. 








PUBLIC UTILITY STOCKS 
General Gas & Electric Ctfs. 
Metropolitan Edison $6 Pfd. 
Utilities Pr. & Lt. Pfd. 
Southeastern Pr. & Lt. V. T. C. 
Ohio Public Service 7% Pfd. 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 


CHICAGO MILWAUKEE 
LONDON LIVERPOOL 




















STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established on 2 








150 B’way, N. Y 


ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 

. Louis Stock Exchange 
300 N. Broadway St. Louis, Mo. 


Rector 2100 























Safe securities of Electric Light and 
Power, Gas and Transportation Com- 
panies yielding 7% and more 

Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Milwaukee St.Louis Louisville indianapolis 


IVEN encouragement by the two- 
& fold stimulant of better prices on 

the “big board” and the issuance 
of many favorable earnings reports the 
over-the-counter securities were generally 
higher and more active for the week. Fea- 
tures could be found in most all groups at 
various times, but as has been the rule for 
the past few weeks the institutional shares 
held the lead, with the comeback of the 
insurance shares scoring the most sensa- 
tional gains. Travelers and Etna Life 
have assumed a leadership in this trading 
and both issues are now selling only a 
few points below the recent high levels that 
were reached. As a reflection of the re- 
cent strength of Fidelity Phenix the de- 
mand for Continental Insurance shares 
moved prices slightly higher. 

The bank stocks continued an orderly ad- 
vance with possible exception of Guaranty, 
which suffered a sinking spell at mid-week 
when the expected extra payment failed to 
materialize. 

The demand for investment securities 
continues to find reflection in the senior 
issues of the public utility companies, 
where the general process of lowering 
yields that are obtainable to a basis more 
in comparison with current money rates is 
unabated. Many of the common shares 
show occasional tendencies to spurt on 
rumors or in fact actual mergers and con- 
solidations but these possibilities have lost 
much of their attractiveness to the investor. 
The lesson has been learned, values and the 
income return govern his commitments and 
having proved successful he is the more 
determined. There are still many pre- 
ferred issues that are well secured by earn- 
ings that offer a yield of 7 per cent or 
ever better and it is this group that is and 
will continue to hold favor. 


Among the industrial stocks Aeolian 
Webber common and preferred stocks gave 
evidence of strength in response to the 
declaration of 5 per cent on account of 
back dividends in addition to the regular 
quarterly dividends on the preferred stock. 
While this action on the surface is re- 
sponsible for the better tone it must be 
realized that contrary to general opinion 
the radio has not proven the bug-a-boo to 
companies of this character as would be 
supposed from a casual glance at surface 
conditions. On the other hand it is claimed 
that the awakening of the public to a 
realization of their music-loving tendencies 
accentuated by the radio has reacted great- 
ly to the benefit of this and similar com- 
panies. In addition the greater stability 
in the radio business, brought about by 
the elimination of the upstarts, has in turn 
made the outlook more favorable. 

Hercules Powder went to higher levels 
in recognition of the 8 per cent basis for 
the stock as against the previous 6 per 
cent rate. 


‘American Tobacco pf.114 


ATT 


Several of the shares that have been 
favorably affected by the continuance of 
new construction activity met with a firm 
demand with prices higher. General Fire. 
proofing was among the leaders in ex. 
pectation of the publication of favorable 
earnings for the second quarter. The 
company reported $2.44 a share in the 
first three months and if this can be dupli-’ 
cated in the second quarter the outlook 
for an extra or an increased rate looms 
bright. It is not expected that building 
can maintain the pace set in the last half 
of 1925, but even with a gradual let up the 
company should be able to make a favor- 
able showing. 

There was a better general demand for 
securities on the Curb. The baking stocks 
have been laboring under the difficulties of 
litigation surrounding distribution of se- 
curities and it had an unsettling effect, but 
served to minimize adverse developments 
regarding dividend stability. The group 
was stronger toward the close of the week 
on the assumption that there was not much 
more to discount in the situation. 

The dismissal of the government suit 
against the packing interests was trans- 
lated into a firmness for Swift stock, but 
as an immediate market factor it has to 
‘discount declining commodity prices as af- 
fecting the company’s earnings. 
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Dividends Declared 

Pe- Pay- 

Company Rate riod able 
Advance Rumely pf.75c Q Jul. 
Ahumada Lead ....7%c Jul. 
Jul. 


Jul. 
Jul. 


Jul. 
Jul. 
Jul. 


Jul. 
Jul. 
Jul. 
Jul. 
Jul. 


Jul. 
Jul. 


Jul. 15 


Jun. 25 
Jul. 24 
Jul. 
Aug. 
Jul. 
_ Jul. 
Jul. 
Jul. 
Jul. 
Jul. 
Jul. 
Jul. 
Jul. 
Jun. 
Jul. 
Jul 
Jul. 
Jul. 
Jul. 
Jul. 
Jun. 
Jun. 
Jun. 
Jun. 
Jul. 
Jul. 
Jul. 
Jul. 





Hldrs. of 
Record 


Jun, 15 


Jun. 18 
Jun. 18 


Jun. 15 
Jun. 15 


Jun, 15 
Jun. 10 
Jun, 15 


Jun. 15 
Jun. 15 
Jun. 15 
Jun. 15 
Jun. 15 


Jun. 11 
Jun. 11 


Jun. 15 


Jun. 10 
Jun. 30 
Jun. 10 
Jun, 25 
Jun. 5 
Jun. 5 
Jun. 15 
Jun. 15 
Jun, 15 
Jun, 15 
Jun. 23 
Jun. 19 
Jun. 9 
Jun. 56 
Jun. 21 
Jun. 15 
Jun. 15 
Jun. 15 
Jun. 10 
Jun. 10 
Jun. 10 
Jun. 10 
Jun. 10 
Jun. 10 
Jun, 15 
Jun, 15 
Jun. 15 
Jun. 15 


© 


Amer. Car & Foun..$1.50 
Do pf. 


Amer. Home Pro. ..20c 
Am Cigar pf. 


Am Cyanamid A 


eee eee ee ee 


Am. Woolen pf. 
Associated Oil 
Do 
American Express .$1.50 
At. Top & Santa Fepf.2% 
Baldwin Locomotive.3% 
Do pf. 
Bangor & Aroos 
Do pf. 
Barnsdall 
Do “B” 
Bell Tel. Ee 
Bell Tel. Pa., pf.. $1. ae 
Bklyn. Union Gas -$1 
By-Products Coke . $1 
Do: O% wl. oats sees 2% 
Certain-teed Prod. 
Do ist pf. 
Do 2d pf. 
Central States El. .. 
BOR ob c'se's oe 08S 1% 
Comm. Credit 
i) Aare 43%c 
Do 8% pf. B ....50c 
Do 6%% pf. ..$1.62% 
Com. Invest. Trust. .90c 
Do 64%% pf. ..$1.62% 
Do 7% PF. .2000> $1.75 
Congress Cigar (In.).75c 
Consolidated Gas pf..1% Aug. 2 Jun. 15 
Cuban Tob pf. (In).2% SA Jun. 30 Jun. 15 


(Continued on inside back cover) 


The Financial World 


Cop. A". se 


os 
COLO OQOLHOLHLOOOHLOLHOOO sisted Bop oo ofofo no R00 X 

















Regulating Legal Return | 
(Concluded from page 721) 














scribed by the commission are confiscatory 
or not, and the courts usually do not at- 
tempt to define “fair rates.” 

It is not reasonable to believe that there 
is only one rate which neither confiscates, 
illegally, the property of the utility com- 
pany, nor is exorbitant to the customers of 
utility companies. The range between 
these two lines must, in all reasonableness, 
be fairly broad, and the measure by which 
the rates can exceed the confiscation level 
and still be fair rates which are not ex- 
orbitant upon the consuming public, must 
be the value to the consuming public of 
the service, over and above the minimum 
legal return on the value of the property. 

Public control should be exercised in 
the fixing of fair and reasonable rates, 
which must take into account, as a prime 
essential, the value to each community of 
having good service. The authorities ex- 
ercising such control must recognize that 
rates too low to attract the large amounts 
of capital needed every year, cannot prop- 
erly compensate the consumers in any com- 
munity for being denied the value to them 
of adequate and proper service. 





DIVIDENDS 


The United Gas and 
Electric Corporation 


111 Broadway, New York 


May 20, 1926. 

The Board of Directors this day declared a 
quarterly dividend of 14%% on the preferred 
stock of the Corporation, payable July 1, 
1926, to stockholders of record June 16, 1926. 

Upon presentation and surrender of their 
respective shares of first preferred stock of 
the former The United Gas and Electric 
Corporation and/or scrip certificates of the 
Corporation issued for fractional shares of 
preferred stock, after the close of business 
on June 16, 1926, there shall be paid said 
quarterly dividend to the holders of such 
shares of first preferred stock and said. scrip 
certificates, upon the full shares of preferred 
stock issuable to them on such surrender and 
exchange, together with dividends thereon at 
the rate of 5% per annum for the period 
fron July 20, 1923, to July 1, 1925, and at 
the rate of 6% per annum from July 1, 1925, 
to April 1, 1926, 

J. A. McKENNA, Treasurer. 








American Woolen Company 


(Massachusetts Corporation) 
QUARTERLY DIVIDEND. 


Notice is hereby given that the regular 
quarterly dividend of One Dollar and Seventy- 
Five Cents ($1.75) per share on the Preferred 
Stock of this Company will be paid on July 
- 1926, to stockholders of record June 165, 

26. 

Transfer Books for Preferred Stock will 
be closed at the close of business June 15, 
1926, and will be reopened at the opening of 
business June 25, 1926, 

WILLIAM H. DWELLY, Treasurer. 
Boston, Mass., May 28, 1926. 





Springfield Railway & Light Co. 
Preferred Stock Dividend No. 46 
52 William St., New York, June 2, 1926. 


The Board of Directors has this day de- 
Clared the Forty-Sixth Consecutive Quarterly 
Dividend of One and Three-Quarters per cent. 
%%) on the Preferred Stock of the 
Springfield Railway and Light Company, pay- 
ible July 1, 1926, to the Preferred Stockholders 
of record as of the close of business June 15, 
1926. Checks will be mailed. 


J, DUNHILL, Treasurer. 
June 5, 1926 


est investors. 


local representative. 


53 Park Place 








DO YOU WANT INCOME 
FROM A NEW SOURCE? 


How would you like to add $5.00, $10.00 or even 
$25.00 to your present weekly income? 

This is not difficult if you use some of your 
spare hours in convincing your friends that THE 
FINANCIAL Wor Lp is indispensable to even the small- 


No previous selling experience needed. 
can sincerely tell people that THe FinancraL Wortp 
has been valuable to you, you can earn money as our 
Write for terms today. 


THE FINANCIAL WORLD 


If you 


New York City 




















DIVIDENDS 


DIVIDENDS 





AMERICAN CAR AND FOUNDRY 
COMPANY 


PREFERRED STOCK DIVIDEND NO. 109 
COMMON STOCK DIVIDEND NO. 95 


There have been this day declared a divi- 
denv of one and three-quarters percent (1 34%) 
on the Preferred Stock and a dividend of One 
and One-Hailf Dollars ($1.50) per share on 
the Common Stock without par value, of this 
Company, payable Thursday, July 1, 1926, 
to stockholders of record at the close of busi- 
ness Tuesday, June 15. 1926 

Those stockholders who have not exchanged. 
as of said record date, their certificates repre- 
senting the former Common Stock of the par 
value of $100 per share, shall be deemed the 
owners of two shares without par value for 
each share of the par value of $100, for the 
purpose of the dividend on the Common Stock, 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 

G. R. SCANLAND, Vice-President 
H. C. WICK, Secretary. 


New York, June 1, 1926 





INTERNATIONAL PAPER COMPANY 

New York, May 26th, 1926. 
The Board of Directors have declared a 
regular quarterly dividend of one and three- 
quarters per cent (1%%) on the Cumulative 
7% Preferred Stock of this Company, and a 
regular quarterly dividend of one and one- 
half per cent (1%%) on the Cumulative 6% 
Preferred Stock of this Company, for the 
current quarter, payable July 15th, 1926, to 
holders of record at the close of business 
July 2nd, 1926. Checks will be mailed. 

Transfer books will not close. 
OWEN SHEPHERD, Treasurer. 





LOEW’S INCORPORATED 


“Theatres Everywhere” 
June 4, 1926. 
The Board of Directors has declared a divi- 
dend of- fifty cents per share on the Capital 
Stock of the company, payable June 30, 1926, 
to stockholders of record at the close of busi- 
ness on June 12, 1926. 
Checks will be mailed. 
DAVID BERNSTEIN, Treasurer. 





WEST PENN POWER COMPANY 

New York, N. Y., June 2, 1926. 
The Board of Directors of West Penn Power 
Company has today declared quarterly datvi- 
dend No. 42 of one and three-fourths (1%%) 
per cent upon the 7% Cumulative Preferred 
Stock, and quarterly dividend No. 3 of one 
and one-half (1%%) per cent upon the 6% 
Cumulative Preferred Stock, both payable 
August 2, 1926, to stockholders of record at 
the close of business on July 15, 1926, being 

for the quarter ending July 31, 1926. . 
Cc. F. KALP, Treasurer. 





THE BELL TELEPHONE COMPANY OF 
CANA 


‘sf 


NOTICE OF DIVIDEND 
A dividend of two per cent (2%) has been 
declared payable on the 15th July, 1926, to 
shareholders of record at the close of busi- 
ness on the 23rd June, 1926. 


W. H. BLACK, Secretary-Treasurer. 
Montreal, 26th May, 1926. 


Remington Typewriter 
Company 


374 Broadway, New York 


To Holders of Remington Type- 
writer Company Series “S” 
First Preferred Stock: 


In accordance with the terms 
and conditions thereof, all out- 
standing Series “S” First Pre- 
ferred Stock of this Company is 
hereby CALLED for redemption 
at $110 per share as of June 30, 
1926, and dividend accruals there- 
on will then cease. 


Shares properly endorsed should 
be delivered, and payment therefor 
received, at the Transfer Office of 
this Company, 374 Broadway, New 
York, N. Y., beginning ten o’clock 
a. m., Tuesday, June 29, 1926. 

The dividend of $1.75 per share, 
payable as declared on July Ist, 
will be paid to stockholders of 
record June 15th. 


HAROLD E. SMITH, 
Secretary. 
May 28, 1926. 





AMERICAN SNUFF COMPANY 
Memphis, Tennessee, June 2, 1926 
Dividends of 14%% on the Preferred and 
3% on the Common Stock of American Snuff 
Company were today declared payable July 
1, 1926, to stockholders of record at the close 
of business June 11, 1926. Checks will be 

mailed. 
Transfer books will remain open. 
M. E. FINCH, Treasurer. 





THE WEST PENN ELECTRIC COMPANY 
New York, N. Y., June 2, 1926. 
The Board of Directors of The West Penn 
Electric Company has declared the quarterly 
dividend of $1.75 per share on its Class A 
Stock for the quarter ending June 30, 1926, 
payable June 30, 1926, to stockholders of 
record at the close of business June 15, 1926. 
W. K. DUNBAR, Secretary. 





National Power & Light Company 
Preferred Stock Dividend 

The regular quarterly dividend of one dol- 
lar and seventy-five cents ($1.75) per share on 
the Preferred Stock of National Power & 
Light Company has been declared for pay- 
ment July 1, 1926, to holders of record of 
Preferred Stock at the close of business 
June 12, 1926. A. C. RAY, Treasurer. 





Swift & Company 
Union Stock Yards, 


Dividend No. 162 
Dividend of TWO DOLLARS ($2.00) per share 
on the capital stock of Swift & Company, will 
be paid on July 1, 1926, to stockholders of 
record, June 10, 1926, as shown on the books of 
the Company. 


C. A. PEACOCK, Secretary 
743 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of “Things.’’) 





Monday, 
1,195,148 


High 


297 3% 
144% 


121% 
53% 
27% 

140% 

146 
94% 
64% 

130% 
83 
58% 
89% 
97 
42% 
8456 
94% 


Sales of stocks listed on New 
number of 
day, 1,363,113 shares; Friday, 


Week’s Sales 


shares), June 2, 1926: 
Holiday; 


shares. 


Tuesday, 866,048 


Low 
-——1925—_, 
158% 
9+ 87 


104% 
145 130% 


NAME of STOCK 


Locomotive : 
Tel. & Teleg.. 
. Tobacco 4 

Anaconda’ 
Armour A 
Atch. Top. & San Fe. 
Baldwin Loco. 
Baltimore & Ohio 
Cerro de Pasco ‘ 
Chesapeake & Ohio.. 
Chic. & N. W. 
Chic., R. L-& Pac... 
Rock Isl. 6% pf.... 
Consolidated Gas 
Corn Products 
Crucible Steel 
El. Pr. & Lt. 7% 
Famous Players 
General Electric 
General Motors 
Gen. Outdoor A 
Great Northern 
Hartman Corp. .... 
Household Products. 
Hudson & Man. 
Kennecott Copper 
Magma Copper 
N. Y. Central 
Norfolk & Western 
Northern Pacific os 
Pan-Amer. Petrol.... 
Pathe Ex. A. 
Pennsylvania R. R... 
Pure Oil 
Rep. Iron & Steel... 
St. L. & Frisco 
Sears Roebuck 
Southern Pacific 
Southern R’way .... 
Stand. Gas 8% pf. 
Texas Company 
Tobacco Products 
Union Pacific 
U: S. Rub. 8% 
U. S. Steel 
Wabash A pf. 
Westinghouse Mfg. 


Week's 
1,513,898; Saturday, 


York Stock Exchange (in 
Sales—Thurs- 
Holiday; 
Wednesday, 


shares; 


Thurs- 
day 
Last 
Week 
461% 
89 
98 % 
149% 
115% 
45% 
13% 
138% 
104 
89% 
63% 
126% 
73% 
50 
87% 
94% 
41% 
68% 
93% 
123% 
31814 
122 


Thurs- 
day 
This 

Week 


47 
90% 
100% 











Average Stock Prices 


Railroads 

§ Industrials 
Combined 
Coppers 


1926 
May 26 
105.32 
122.20 
113.76 
27.38 


1925. 
Mayi19 June3 
102.18 91.62 
120.04 120.14 
$31.43 105.88 
27.78 26.27 


June 2 


Bond Dealings, Jan. 1 to Date 


U. S. Gov. 
Other dom. 
Foreign bds. 


bds.. 
bds. 


1926 
$130,574,350 
973,677,500 
278,137,850 


1925 
$167,814,760 
1,184,064,775 
312,761,400 


1924 
$430,369,215 
839,163,450 
195,323,200 





Total all bds..$1,382,389,700 


$1,664,640,935  $1,464,855,865 


Public Utility Stocks 


Bid Asked 
Adir. P. & L. 7%.103% 105 


Do 8% pf. ....112 
Alab. P. 7% pf..106 
Am. Pub. Util. .. 70 

Do prior 7% pf. 92 


Bid Asked 
Louisv. G. & E. A 23% 24 
114 Miss. P. & L. 7% 
107 pf. 104 
80 Miss. R. P. 70 
94 Nat. Pub. Ser. pf. 


Am. St. Sec. A .. 2% 2% A 93 


Do, Sec. B ... 2% 2% 


Asso. G. & E., old 
pf. 
Do 6%% pf. . 
Do 7% pf. ... 
Do 6% pf. 

Cent. Til. Pub. 
Ser. 6% pf. ... 89 


Cent. P. & L. pf. 95% 


Cent. St. El. 7% 


pf 
Cen. 
pf. 
Comm. 
Cons. P. & L. 7% 
pf. 104 
Cont. G. & E. 7%110 
Consumers P. 6% 


pf. 
Emp. G. & F. pf. 97 
Ft. Worth P. & L. 
7% pf. 


Ill. P. & L. 7% pf. 97% 


Interst. P. 7% pf. 94 
Kans. G. & E. 7% 


No. Car. P. 8. pf. 89 93 
No. N. Y. Util. 7% 
51 pf: 104 

94 Okla. G. & E. pf. 95 = 98 
100% Ohio Pub. Ser. pf. 99 100 
Ohio R. Edi. 7% 

pf. 100 101 
Pac. G. & E. pf.. 9 98% 
Penn. - Ohio Edi. 

7% pf. 95% 
Port. BL Pr. .... 2 39 
Rep. Ry. & L. .. 85 87 

Do 6% pf. ....104 106 
Southw. P. & L. 

pf. My .103 
Southw. 


% $6 pf. 87 


Stand. P. & L. .. 18 

oe. a ees 93 
Tenn. El. P. 7%.100% 

Do 6% 90 
Tide Water P. 8% 

pf. 103 
Toledo Edi. 


Utah Pr. 

7% pf. 
Utica G. & El. pf.10 
UHL PP. & L. 7% 











Foreign Exchange 


Loading of revenue freight for the 


1926 
June 2 
$4.86 

.25% 


Year Ago 
$4.85%4 
4.95% 
4.04% 
4.82% 
40.15 
14.125 
18.78% 
23.81 
16.80 
15.55% 
26.76 
19.37 
10.63 
11.32 

100.00 


Sterling 
F. Franc 
Lira 82% 
Belgian Fr. .20% 
Holland -18 
Austria .125 
Denmark .40 
Germany 

Norway 

Spain 

Sweden 

Switzerland 


Canadian Dollar.100.9§ 


week ended May 22 totaled 1,039,385 
cars, an increase of 52,079 cars, com- 
pared with the corresponding week 
last year and 212,161 cars over the 
corresponding period in 1924. Com- 
pared with the preceding week this 
year the total for the week ended 
May 22 was an increase of 9,223 cars. 


1926. 
- 1,039,385 
- 1,030,162 
906,527 
995,641 
973,304 


1924. 
827,224 
913,201 
908,293 
913,556 
878,387 


1925. 
987.306 
984,916 
983,034 
981,711 
961,186 


May 
May 
May 
May 
Apr. 


Ratio of Reserves 


With all percentages computed on 
the basis introduced by the Reserve 
Board on March 13, 1921, the high- 
est and lowest reserve percentages of 
the Federal Reserve system compare 
as follows: High Low 
1926 70.2 Jan. 6 

66.1 Dec. 23 

83.7 Jan, 21 170.5 Dec. 24 

78.2 July 25 71.2 Jan. 6 

® 71.1 Jan. 3 

76.1 Dec, 17 46.4 Jan. 7 

reserve percentages of the 

New York Reserve Bank compare as 

follows: 

Low 

21 75.1 Feb. 24 

29 69.6 Feb. 25 

21 70.8 Oct. 10 

26 75.0 Jan. 3 

25 79.3 Jan. 4 
21 85.6 Feb. 











Crude Oil Production 


Daily Average 
(Figures in barrels) 


May 29 May 30 
1925 
448,500 
103,900 
89,250 
121,000 
92,450 
32,850 
52,100 
457,250 
115,000 
103,500 
75,150 

9,500 
1,900 
1,550 
623,000 


Oklahoma 
Kansas 

No. 

East Cent. 
West Cent. Tex. 
Southwest Tex. 
North Louisiana .. 
Arkansas 

Gulf Coast 
Eastern 
Wyoming 
Montana 
Colorado 

New Mexico 
California 





Totals ..cccccce 2,010,500 2,346,900 











Money Rates 


Call Loans 

Times Loans 

Commercial Paper 

Rediscount Rate 31% % 
Bankers Acceptances 4% 
Bar Silver, London 30t%d 
Bar Silver, New York 65%ec 


London Market 


Money in London at 4% per cent; 
short bills at 4; per cent; three 
month’s bills at 4; per cent. 

Gold bullion at 84s 11%d. The 
Bank of England withdrew £24,000 
in bar gold for shipment to Holland, 
£8,000 for Spain and £12,000 for India. 
The Bank also sold £12,000 in gold 
bars, destination not reported. 








Commodity Prices 


June 2 


1926 
Wheat, No. 2 red ..$1.70% 
Corn (new), No. 2 yel. .84% 
Rye, No. 2 white .. .98% 
Oats, No. 2 white ... .50 
Fl. std. Sp. pat.8.25@8.75 
Coffee, No. 7 Rio .. .2€ 
Sugar, granulated .. .0570 
Iron, 2X, Phila. ...23.50 
Steel billets, Pitts. ..35.00 
SO. - 8n000s4bseeewen Tae 
Copper 13.65 
Zinc, E. St. L. del... 6.95 
Tin 
Cotton, mid. upland..18.85 
Printcloths 05% 
Silk, best No. 1 to ext. 5.82 
Rubber, spot ‘ 
Gasoline bie 
Crude oil, Mid-con., 33 

to 33.9 grav. 
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DIVIDENDS DECLARED 
Pe- Pay- Hldrs. of 
Company Rate riod able Record 








El. P. & Lt. 1st pf..$1.75 Q Jul. 1 Jun. 12 : 
Elec. Vac. Cleaner ..$1 Q Jul. 1 Jun. 19 ee r Hs 
DO) sccsatedeteeese ek ee dab Jun: 36 O Ou nN O me § 
Do Df, .<<vsser2- St. & Jat, 1. Jan. 9 ql 
Fleischmann Co. ...50c Q Jul. 1 Jun. 15 : ; : 7 . & 
Do ae sayrenses slam Ex Jul. a Jun. as VERY week we list in this column instructive booklets, circulars, i 
gg ne ee . x +. aa ae periodicals and special letters pertaining to investment and other 
in Te sactenvensau Ge aia a oe timely subjects which we believe are of interest and benefit to our 
General Elec., mee = 4 = —_ : subscribers. 
DO ceccevecesoveces t ul. un. 
Do special .......15¢ Q Jul. 15 Jun. 7 Upon request and without obligation, any of these listed below will 
Great Western Sugar.$2 Q Jul. 2 Jun. 15 b t 4 ; a b h ‘ ’ 
Se ec orae cect $1.75 Q Jul. 2 Jun. 15 e sent free, direct from the houses by whom issued. a 
Guaranty Trust ...... 3 Q Jun. 30 Jun. 18 ee ae eee gree, Tere ee D . 
Happiness Candy Sts.25c SA Jul. 15 Jun. 30 oF See Tegmere SO Ne T LITERATURE UEPARTMENT, & 
Helme (G. W.) Co...3 Jul, 1 Jun. 16 « 
ie Oe. sn rdudcunaee 1% Jul. 1 Jun. 14 THE FINANCIAL Wor~D, 53 Park Place, New York, N. Y. a 
Hercules Powder ....2 Jun. 25 Jun. 15 j 
Hollinger Con. Gold M.8c Jun.17 Jun. 1 : 
stake Mining. .50 Jun. 25 Jun. 19 : €: 
ete: uae ioe — t a. o _ “Forty-four Years Without Loss to Any Investor’—A booklet of é 
Insp. Cons. Copper. .50c Jul. 6 Jun. 17 much use to those who are interested in Real Estate Mortgage : 
Inter. Match part pf.80c Jul. 15 Jun. 15 Bond Investment. It has been prepared and is ready for dis- z 
—— o- og og  ) oe 2 tribution by one of the largest companies in this field. | 
nter ° oe . . 
es eae ee —) eo Keeping the Investor Informed—By publishing its “Monthly News” a | 
Lehigh V. Coal Sales.$2 A 3 ik prominent firm of investment bankers keeps its clients informed : 
Lengh Valley R. R..1% Jul. 1 Jun, 12 - the —_ - their holdings. The eighty-page pamphlet is worthy t 
Do pt. cocccccesesss® Jul. 1 Jun. 12 of caretul reading. t 
Libby, McN. & L. pf..3% Jul. 1 Jun. 14 x 
Life Paige Inc. “— = B. _ i Investment Record Booklet—This booklet enables you to keep an ac- o 
pes ee waa pene mg curate record of your bond holdings. Pages are ruled and arranged it 
cated aes ite. .. ¥en i. § Jan. for all data a bondholder usually wishes to know, and refer to Fa 
BG De sane casos cnee Jul. 1 Jun. 15 occasionally, including space for date, month and amount of interest x 
Mack Trucks ...... $1.50 Jun. 30 Jun. 15 due. Copy upon request. i 
a a $1.75 Jun. 30 Jun. 15 ¢ 


De B30. BE... $1.75 
Maine Central R. R..$4 


Jun. 30 Jun. 15 


tid é _—_— ° . 
a. 2. ft Rules for Safe Investment”—Knowledge gained over a long period 


COLL LOLOL LOLOL OLOF OO LOL OLOL OOLOFLLOOOREROOO 











ceauetian i. Gonese — % won i of years makes it possible to determine whether a given spot in a 

Matheson Alk. Whs..$1 A & Jem o city will have a growth in property value which will be steadily 
i Oe xvxsniencealee Jul. 1 Jun. 18 increasing. This is only one of the important factors of safety of 

ents a _ secu _ E. nee - am Estate Bonds which are explained in this booklet published 
otion 4 Di a ' ¥ a 4 é 
gage’ ata ect bn “i Sat y a weil-known bond and mortgage company. 

— tits lhl, tile ioe “How to Make Your Money Make More Money”—An interesting book- : 

Saar Meee & ....e a “. te, O6 let describing the reasons why so many fail in handling their q 

Motor Wheel ........ 50c Jun. 20 Jun. 10 money, and outlining methods that have been used for years by 3 

—- D. Prod. oe = : —_ = those who have been successful in investing with concrete illus- ‘ 

ME womans wk sere Ms, ul. un. ? = ° 

— tak ae i >. trations and specific suggestions. 

a bo he a “Making Profits in Securities’—An interesting booklet of forty pages 

New Jersey Zinc ....2 Ex Jul. 10 Jun. 19 and of special interest to those buying listed securities. 

N. ¥. Transit ......$1.25 Q Jul. 15 Jun. 18 ‘ o gs ; 

Oil Well Supply ...50c Q Jul. 1 Jun. 15 ‘Guiding the Bond Buyer’—How you should think of bonds. What 

Packard Motor Car..50¢ Q Jul. 31 Jul. 16 are bonds? Unsecured and secured obligations. Municipal bonds. 

a mane = re 7 _— = Water company bonds. Public utility bonds discussed as invest- 

PR j AEE — i. 2 st a ments. And other topics of interest to the investor are covered 
SS aupaalian tae "1% Q Aug. 2 Jul. 15 in the above book. A limited number of copies are available and 
Do prior pf, ...... 1% Q Aug. 2 Jul. 15 will be supplied to investors applying on their own letterheads. 

Pittsburgh Steel ....$1 Q Jul. 1 Jun. 25 ; 

v. Ser. H&G 6% pf.$1.50 Q Jun. 30 Jun. 4 “Creating Good Investments”’—One of the foremost real estate mort- 

— ny “a wae 2 =< > 2 gage bond houses just issued a 24-page booklet which describes 
Do 8% pf. ..:.....88 Q Jul 1 Jun, 10 the eight standardized safeguards which they employ before mak- 

Reading Co. 2d pf....§1 Q Jul 8 Jun. 21 ing a loan. This booklet is beautifully illustrated with photo- 

Real Silk Hosiery ..$1 Q Jul. 1 Jun. 18 graphs of buildings financed, where located, value of property, 
Do Ph. -ceeee eo+e1% Q Jul. 1 Jun. 18 amount of bond issue and other valuable information. 

Simmons Co. .......50¢c Q Jul. 1 Jun. 15 

"4 Milling eo : —_ - -_ pe Florida Real Estate Bonds—One of the progressive companies of the 

on” on at ie. ..8a Ge sun. 00 Jen, South has issued an interesting booklet describing the opportuni- 

St. Louis & S. F. Ry.1% Q Jul. 1 Jun. 15 ties for investment and the reasons why the maximum rate of in- 

Springf’d Ry. & L. pf.1% Q Jul. 1 Jun. 15 terest is still obtainable. 

Stromberg Carl. ...$1.50 Q Jul. 1 Jun. 14 _ . 

S. W. Pa. (P. L.)...$1 Q Jul. 1 Jun, 15 26% Average Annual Profit—A pamphlet outlining the experience of 

eel A: Ne > 2 oS oe an investor who foliowed the long-swing movements in security 

Telautograph Cp. pf.1% Q Jul. 10 Jun. 30 rices over a nine-year period 

Tidewater-Asso. Oil .30c In Aug. 2 Jun. 10 Pp y p . 

Me grea 6 4.5 1.50 In Jul. 1 Jun. 10 . 

Tide ‘Sanes pees = ec - — 30 pong 15 “How to Select Safe Bonds”—How to make eight tests that prove the 

Tower Mfg. ...... 37%c .. Jul. 1 Jun. 15 safety of every investment is told in a booklet as above titled. 

United Dyewood pf..1% Q Jul. 1 Jun. 15 . F : aS . . ; : . 

United L.&P. A, new.l2c Q Aug. 2 Jul. 15 “Diversification and Vigilance’—An interesting discussion of this sub- 
Do B, new ...... lze Q Aug. 2 Jul. 15° ject, profitable to any investor, showing the methods employed by 
De e oid PELE sec P = : eg = large institutions and their investment problems, has been prepared 
Do pf. A ..------$1.62 Q Jul, 1 Jun. 15 for distribution by a large investment banking house. 

TS. 2S ene Jul. 1 Jun. 15 ‘ 

U. 8. ‘Tobacco na Q Jul. 1 Jun. 14 “Why Estates Shrink”—The amount of taxes your estate must pay 
Do pf. .....eeeeees 1% Q Jul. 1 Jun. 14 depends largely on the type of investments you hold. This book- 

Util. P. & L, A....50¢ Q Jul. 1 Jun. 6 let “Why Estates Shrink” outlines this information in detail. 

PO: BD onsen 60.00.00 25c Q Jul. 1 Jun. 56 ‘ 

i el Maret a gs 5 . —— 2 6 Standard Oil Issues—A house specializing in Standard Oil Securities 
gl _ ™ ° i Te pe 9 issues a weekly summary pertaining to available information on 
ee Ah ntineenan 1% Q Jul. 20 Jul. 9 these and other miscellaneous oil securities and will gladly mail a 

Wales Mfg. ....25¢ Q Jun. 4 Jun. B copy on request. 

i Re Sere 75c Q Jun. 30 Jun. = ’ 

Westinghouse El. Mfg.$1 Q Jul. 31 Jun. 10 Established Investment from Every Angle—An analysis of an estab- 
Do pf. ..sseseeeeee $1 Q Jul. 15 Jun. 30 lished public utility property has been prepared by one of the old- 

epi 5 ag oor 2 oS ae est banking houses which shows earnings and dividend records for 
ite oc n, p. c ul. un, a : . 

i See OE, was ss0e ‘“< & co & es. O85 over forty years, as well as pertinent facts and reasons for being a 
Do 2d pf. ......-..1% Q Jul. 1 Jun. 15 premier investment. 

W. Penn P. 6% pf..1% Q Aug. 2 Jul. 15 
Do 7%. BE. ccccessde GQ Ame. 3 Fal. 36 

Yale & Towne ......$1 Q Jul. 1 Jun. 10 
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INVESTMENT BANKERS 














“The Financial World 14th Annual 
Public Utility Review” 


To Be Published June 19 
Be 
ACCURATE TRUTHFUL CONCISE 
yO 


Among reasons for its advertising value to you 





It is the oldest popular financial weekly. 
It is recognized as the pioneer in the advocacy of public utility securities. 


It covers by analysis over 230 leading Public Utility Companies of America. 


A AAA 


It is a most comprehensive record of public utility securities for the man who 
purchases them. 


@ It is used throughout the year by Banks, Investment Bankers, Dealers and Indi- 
vidual Investors, and is therefore a record that is preserved. 


@ It gives investment ratings and appropriate comment on each class of securities 
by the Editor, who has devoted over twenty-five years to the study. 


Your message in this number, as an adjunct to your regular advertising 
policy, offers you an unusual advertising opportunity to reach investors at a time 
when their interest is centered upon utility securities. 


Use the attached coupon tee full details 


THE FINANCIAL WORLD, 
53 Park Place, New York. 


Kindly send me data regarding rates, positions available and any other information that will be 
of service. 






































